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Pumps for Atomic Energy 


One hundred and forty years ago we began making 


soda water machinery and hydraulic presses ; the 
business grew until we were exporting bottling plant 


and pumps to most parts of the world. 


Now we have disposed of the soda water business in 
order to concentrate more effectively on the 
production of pumps for essential industries ; Atomic 


Energy, Oil, Petro-Chemical and Water Supply. 


Re-deployment of resources was an essential step in 


maintaining supplies. 
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PROSPERITY aes 


A Vital Inquiry 
by The Sunday Times 


British industry faces a crisis. Can it throw off 
? inflation? Can it compete with the world to earn > Take 25 minutes unbroken dictation (say 3,000 words) 
Britain’s daily bread? Can it meet the challenge of 

automation and atomic power? 


If the answer to those questions is to be “ Yes,” » Play back immediately at automatically controlled level 
British industry must be stripped for action in the 


battle for efficiency. As the Prime Minister said in 
his television broadcast, it cannot afford restrictive t Record both sides of telephone conversations 
practices, or obstructions to technical progress. They # 
are sabotage to prosperity. 

The Sunday Times has organised a special 
inquiry into such practices and obstructions in some 
of the principal industries of the country. They 
exist among employers and workpeople, business 
associations and trade unions. The inquiry will 
examine them without fear or favour for unions, 
aia Cae a > Increase your secretary’s output by 25% for LESS THAN 

The report of the inquiry will be published in 50 GNS. 

a series of articles, the first of which will appear 
next Sunday. 
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IS YOUR BUSINESS 


And this is what this Amazing Dictating Machine will do... 


+ Take down minutes of conferences or board meetings 


® Automatically erase and backspace for correcting dictation 





Write for this comprehensive 


FREE BOOK 
BIGGEST BUSINESS ASSET ; 


“ ’ ‘ 
iS U N DA Y eer) SINCE SHORTHAND 
forep ier and the name of your nearest stockist, to: 
GRUNDIG (Great Britain) LIMITED, Dept. E, 
Grundig House, 39/41 New Oxford Street, London, W.C.1. 
; Please send me without obligation a copy of your Stenorette ‘S’ book. 
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One of the World’s Great Newspapers 
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Transport that is 


creat 


in every sense! 


It’s not only the prestige of operating Leyland 
diesel trucks that counts, but the extra cash earnings 
they bring with every run. 

From the mement a Leyland starts working for 
you, your fuel and maintenance bills begin to drop. 

As an example, the popular 7/8 ton ‘Comet’ 
(fully loaded) operates on a basis of 16 to 20 m.p.g., 
according to conditions, and the heavier models 
average about the same ton-mile ratio. 

Generally speaking, no major check-up of any 
Leyland is necessary before quarter-of-a-million run- 
ning miles ...and 15 years of hard service will still 
find it in the full flush of perennial youth. 

And finally, when you buy a Leyland, you also 


buy the finest after-sales service in the world. 
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LEYLAND -MOTORS LTD. 


LEYLAND - LANCS~- ENGLAND 


London Office & Export Division. Hanover House, Hanover Sq., W. | 
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The moment you hated most 


COMING or going, a puncture is bad enough; late at night 
it can take the gilt right off a pleasantly-spent evening. But 
not if you fit Dunlop Tubeless. Little risk then of puncture 
delays, or roadside wheel-changing on a cold winter’s night. 
And further, less possibility of bursts or damage through 
impact or under-inflation. Except for major or freak pene- 
trations, a nail or other sharp object can be left in the tyre, 
extracted when convenient to you and the hole sealed . 


without taking the tyre off! For many a good evening . 


fit 
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% Sold at the same price as the ordinary cover 
and tube, Dunlop Tubeless are available 
for wheels of 16" or less in diameter (except wire 
type). They are easily fitted and maintained and 
can be remoulded too—by Dunlop. 
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. || AUTOMATION 


in the 


a Coal is vital to our well-being. In the country’s efforts to increase its coal 
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An artist's impression of the fully automatic winder installation at @ South Wales colliery. 


int 


output, automation is the hope of the future and the solution to many of the 
problems facing the industry. 
A vital link in the production chain is the “winder”, an electric lift which 


brings the coal to the surface. A fully automatic installation, rapid and safe in 
£ ' 


a 


its operation, has now been completed by the G.E.C. who lead the world with 
ey new patented systems of automatic speed control. 


: Some 2,200 feet below the surface at a South Wales colliery, 12 tons of coal 





are loaded into a skip which ascends at a pre-set rate, stops at the pit head, 
4 discharges its load and descends again. All these operations are entirely 
3 automatic and result in over 500 tons of coal being brought to the surface LE AD t RS j N 
every hour. 
“a Driven by a 3,000 h.p. electric motor, this winder is a milestone in the auto- E LECTRI CAL P ROG RE ES $ 
mation of the Coal Industry. Yet its construction is but one of the many 
; achievements of the G.E.C. as leading suppliers of equipment for the mining The General Electric Co. Led., 
industry of the world. Magnet House, Kingsway, London, W.C.2 
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WV E|R. EVAPORATING AND DISTILLING PLANTS 


have transformed living conditions in many parts of the world by providing ample supplies of pure 


fresh water from sea water. Many communities in what were practically desert areas, are, as a 
result, able to enjoy greatly improved standards of living, and to take part in the world’s industrial 
activities. 

We have more than half a century’s experience in the design and manufacture of sea-water 
evaporating and distilling plants for land and marine use, to provide fresh water for boiler feeding 
and domestic supp:ies, and we welcome consultation on any specific requirements. Write for 
illustrated Publication No. FA. 151. 


Makers of Condensing Plant and Boiler 
Feed Auxiliaries for all Land and Marine 
Duties. , CATHCART _GLASCOW 


The Weir Organisation : 


G. &}. WEIR LTD. - DRYSDALE & CO. LTD. - WEIR HOUSING CORPORATION LTD 
WEIR VALVES LTD. - THE ARGUS FOUNDRY LTD. - ZWICKY LTD. 
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Get the most for your money and get the most out of your holiday by going to 
SWITZERLAND this year. You'll love the glorious scenery and you'll love the 
hotels that for food and comfort cannot be bettered. And all at a price you can 
afford (Full board and lodging from 20/- a day inclusive). For about £25 your 
TRAVEL AGENT can arrange a complete 12-day all-in holiday that includes your 
fare from London. Talk it over with him today ! 


Rest and Relax in 


SWITZERLAND | 


Further information also available from the Swiss 
National Tourist Office, 458 Strand, London, W.C.2. 





The 


LONDON to PARIS, BEIRUT, TEHERAN, KARACHI, (as 
CALCUTTA, BANGKOK, SAIGON, MANILA & TOKIO 
» +» by the giant new SUPER CONSTELLATIONS 


Other Super Constellation services to USA: CANADA : MEXICO : CENTRAL & 


SOUTH AMERICA : WEST & CENTRAL AFRICA : NEAR, MIDDLE and FAR EAST. 
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YOUR ‘VISCOUNT’ HOLIDAY... Here are some summer tourist return 
fares from London: 


BARCELONA £38-9-0: DINARD from £12-0-0: MADRID £46-13-0 
MARSEILLES £30-12-0: MILAN £36-0-0: NICE from £27-0-0 
PALMA £42-19-0: PARIS from £10-0-0: ROME £50-3-0 

New, day non-stop Viscount Service London/Nice from 24th March 


AIR FRANCE PIONEERS OF WORLD TRAVEL 


Reservations from your usual Travel Agent, or Air France Offices :— 


astern 








"1 MUST REMEMBER. 
TO WIRE ACAR 
FROM ROOTES/” 









@ Humber and Hillman 
chauffeur driven or self-drive 
limousines or saloons 


© Clients met at Dock or Airport 








© Lowest winter tariff 


ROOTES 


CAR HIRE 


Abbey Hall, Abbey Rd., London, N.W.8 
Telephone: CUNningham 5141 
Cables: Rooteshire, London 
Also at: 

MANCHESTER BIRMINGHAM MAIOSTONE 
CANTERBURY * ROCHESTER 
FOLKESTONE * WROTHAM HEATH 
























picurean 


a great GM 
AIR FRANCE 


world service 


Leaving London Airport at 2p.m. on Wednesdays and 
Sundays, the world-renowned London-Paris 
“Epicurean” continues to the East, using giant 
Super Constellations with 3-class accommodation 
(sleeper, Ist, and tourist). 










LONDON: 52 BAYMARKET, 8.Ww.1. BIRMINGHAM: CITY AIR TERMINAL. CIVIC CENTRE, MANCHESTER : AIR TERMINUS, ROYAL EXCHANGE. GLASGOW : 81 RENFIELD sTReer. 
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Panoramic view of the Refinery showing on the right the main process unit—The Combination Topping and Cracking Unit 


Iraq’s Newest Refinery 


The 24,000 BPD Daura Refinery recently 
completed near Baghdad, represents one of 
the first steps to be taken by the Govern- 
ment of Iraq in its great programme for the 
industrialization of the country. Kirkuk 
crude oil is used as the feedstock for this 
refinery and the products, ranging from 
motor spirit and heating oils to residual fuel 
oils, will fulfil an increasing home demand. 

The Government of Iraq entrusted to 
The M. W. Kellogg Company of New York 
with the design, erection, and overall 
management of this project, and 
considerable proportion of the engineering 
and procurement work was_ carried 
out in. the London Office of Kellogg 
International Corporation (a wholly-owned 
subsidiary of The M.W. Kellogg Company). 
Many other companies were called 
upon to contribute their skill and 
experience ; in particular, Maunsell, 
Posford & Pavry of London designed the 
foundations, Ewbank & Partners Limited 
of London designed the power station, and 


& 


THE M. W. KELLOGG COMPANY, NEW YORK, N. Y. t 


Cyanamid Products of London designed 
the sulphuric acid plant. Civil engineering 
work on foundations and roads was carried 
out by D. & C. & William Press of London, 
and storage tank’ erection was undertaken 
by Motherwell Bridge Contracting & Trad- 
ing Company, Beirut. The majority of the 
materials and equipment required for the 
project were procured in the United King- 
dom, but while the contribution of each 


supplier was great, the list of suppliers is 
too long to mention aay by name. 

This is an excellent example of how the 
se Organization is serving the oil refin- 
ing and petrochemical industries on projects 
both large and small, where unified respon- 
sibility under one master contract for all 
phases of design, engineering, procurement, 
and construction, can achieve expeditious 
and economic completion of the job. 


Kellogg International Corporation 


KELLOGG HOUSE 


ENGINEERING FOR TO-MORROW 


SUBSIDIARIES OF PULLMAN INCORPORATED 


7-8 CHANDOS STREET, CAVENDISH $Q. LONDON w.t. 





THE CANADIAN KELLOGG COMPANY LIMITED, TORONTO 
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Acid Treating Plant 
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Dock facilities on the ligris 


Section of the Main Control Room 
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bination Unit View of Kerosene Treating Unit Loading Tank Cars 
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S I S a P H U S son of Aeolus, was the builder 


of Corinth. He was also unusually cunning. This was not sufficient to 
prevent him from landing in the Underworld, where he was condemned 
to roll a heavy stone up a steep hill forever, only to see it roll straight 
back into the valley every time he reached the top. Transporting heavy 
objects uphill, or even down, is less arduous nowadays. With the aid of 


aluminium and its alloys you can build light, strong vehicles for the purpose. 
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He | British Aluminium ) co un 





NORFOLK HOUSE ST. JAMES’S SQUARE LONDON S.W.1 
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Ball in the Western 
Court 


and a half days in Washington for their talks with the President 

and the Secretary of State. In that short time they will have 
under review the full range of contiguous interests and the entire 
international scene. But the central question which arises can-be put 
simply. Is it true that the faculties of initiative and co-ordinated action 
in world affairs have passed from western into Communist hands, as 
many earnest New Year commentators have lately been inclined to 
suppose ? 

The supposition ignores the difference of purpose in western and 
Soviet diplomacy. The general western interest lies in a stable and 
ordered progress. Whether in Latin America, in Africa, in the Middle 
East, or in South Asia, it is substantially of the same kind. But it 
is an interest hard to maintain and easy to disrupt. It is frustrating to 
have to watch Mr Bulganin and Mr Khrushchev enjoying the pleasures 
of disruption, but to emulate them would serve no western purpose, 
and is not even open to western policy, which must move in the way 
proper to it, taking care where it puts its feet. 

If the western alliance and the partners at its centre, the United 
States and Britain, have to resign themselves to this disability of 
showmanship, they still have the need, all the more, to move together 
in vital matters. A periodic visit by the Prime Minister to the President 
is a good and by now well-established practice, made more necessary 
on this occasion by last year’s séances with the Spirit of Geneva and 
by the still impending visit of Mr Bulganin and Mr Khrushchev to 
London. The President’s long convalescence has left only a short 
interval of roughly normal government before he has to renounce a 
second term, or to begin to fight for it. The time for this Washington 
meeting is right. 

Inevitably, the talks will deal again with the tremendous questions 
of atomic energy and nuclear weapons, obscured for most people by 
necessary and unnecessary secrecy. ‘Tests, attitudes to control and 
prohibition, the pressure for distinctions to be drawn between tactical 
atomic weapons and the final instruments of mass destruction, the 
search for a form of common enterprise in atomic power among the 
nations of western Europe—none of these subjects can be avoided, 
and perhaps none can yet be resolved. 

Some exposed western positions will be reviewed. The Federal 
German ambassador in London has reminded the Foreign Office that 
the German public expects any high-level meeting to concern itself 
with the German question, though it is hard to see what more, except 
for details, can be done just now. Attitudes to Communist China and 
the balance of forces, and of intentions, in the Formosan Straits will 
once more be discussed. The Chinese, in their negotiations with the 
Americans at Geneva, have done nothing to make any change in 
policies easier. This is an election year, though it is only January, and 
Sir Anthony Eden can hardly judge a withdrawal from the 
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prevent him from landing in the Underworld, where he was condemned 
to roll a heavy stone up a steep hill forever, only to see it roll straight 
back into the valley every time he reached the top. Transporting heavy 


objects uphill, or even down, is less arduous nowadavs. With the aid of 
J p ’ . y 


aluminium and its alloys you can build light, strong vehicles for the purpose. 


O 





THE CO LTD 


British Aluminium 


NORFOLK HOUSE ST. JAMES’S SQUARE LONDON S.W.1 








The Economist 


FOUNDED 1843 


JANUARY 


a0, gigs 


ONE SHILLING 





Ball in the Western Court. . . . 275 
The Pull and the Push . . . . . 277 
What Has Happened to Salaries . . 278 


NOTES OF THE WEEK 
Payment on the Rail; First Blood; Mud and 
Iron; Rabat Displays Diplomacy; Health on 
the Cheap ?; Backwoodsmen by Consent; A 
Gaitskellite Reform ? ; Dancing to Mao’s Music ; 
What Kind of Euratom ?; Last Chance for 
Barbican; Protection Against Polio; Cross 
Maltese ; Arms and the Germans ; Khrushchev 
He Say. 281 


LETTERS TO THE EDITOR . . . 289 


BOO KS . ” > . . * . - » 290 


AMERICAN SURVEY 
Economic Concerns . . o oo 


Candour from the White House; Magazine 
Ammunition ; Pigs in Politics ; Principal Deter- 
rent; Onward Christian Herter; Exclusive 
Dealings ; Commandos in Striped Pants. 


THE WORLD OVERSEAS 
Bombay’s Tragic Riots . . . . « 300 


Trouble in the Bonn Coalition ; Danish Apathy 
About Defence; What Price for Kuwait's 
Water ?; Rivals in British Guiana. 


THE BUSINESS WORLD 


Lessons from the Money Experiment 309 


BUSINESS NOTES 


Uneasy Markets; Woes of Lombard Street; 
The Switch to Oil; Shifts in Trade ; Building 
Last Year and This; Fewer Ships, but More 
Orders ; Steel as Hard as Ever ; Development 
Area Policy under Fire; Drug Prices and the 
NHS ; Railways Through the Trough; New 
Savings Banks for Australia; Lost in a Wind 
Tunnel ; Detergents from Distillers ; A Swing in 
Furniture ; Shorter Notes. zu 


COMPANY NOTES AND SECURITY 
PRICES e e . a . e o * * 321 


STATISTICS . . e - + ° ° e ® 324 


Registered as a Newspaper. Entered as Second Class Mail 
Matter at the New York, N.Y., Post Office. Authorised 
as Second Class Mail, Post Office Dept., Ottawa. 





Ball in the Western 
Court 


IR ANTHONY EDEN and Mr Selwyn Lloyd will have three 
S and a half days in Washington for their talks with the President 
and the Secretary of State. In that short time they will have 
under review the full range of contiguous interests and the entire 
international scene. But the central question which arises can be put 
simply. Is it true that the faculties of initiative and co-ordinated action 
in world affairs have passed from western into Communist hands, as 
many earnest New Year commentators have lately been inclined to 
suppose ? 

The supposition ignores the difference of purpose in western and - 
Soviet diplomacy. The general western interest lies in a stable and 
ordered progress. Whether in Latin America, in Africa, in the Middle 
East, or in South Asia, it is substantially of the same kind. But it 
is an interest hard to maintain and easy to disrupt. It is frustrating to 
have to watch Mr Bulganin and Mr Khrushchev enjoying the pleasures 
of disruption, but to emulate them would serve no western purpose, 
and is not even open to western policy, which must move in the way 
proper to it, taking care where it puts its feet. 

If the western alliance and the partners at its centre, the United 
States and Britain, have to resign themselves to this disability of 
showmanship, they still have the need, all the more, to move together 
in vital matters. A periodic visit by the Prime Minister to the President 
is a good and by now well-established practice, made more necessary 
on this occasion by last year’s séances with the Spirit of Geneva and 
by the still impending visit of Mr Bulganin and Mr Khrushchev to 
London. The President’s long convalescence has left only a short 
interval of roughly normal government before he has to renounce a 
second term, or to begin to fight for it. The time for this Washington 
meeting is right. 

Inevitably, the talks will deal again with the tremendous questions 
of atomic energy and nuclear weapons, obscured for most people by 
necessary and unnecessary secrecy. Tests, attitudes to control and 
prohibition, the pressure for distinctions to be drawn between tactical 
atomic weapons and the final instruments of mass destruction, the 
search for a form of common enterprise in atomic power among the 
nations of western Europe—none of these subjects can be avoided, 
and perhaps none can yet be resolved. 

Some exposed western positions will be reviewed. The Federal 
German ambassador in London has reminded the Foreign Office that 
the German public expects any high-level meeting to concern itself 
with the German question, though it is hard to see what more, except 
for details, can be done just now. Attitudes to Communist China and 
the balance of forces, and of intentions, in the Formosan Straits will 
once more be discussed. The Chinese, in their negotiations with the 
Americans at Geneva, have done nothing to make any change in 
policies easier. This is an election year, though it is only January, and 
Sir Anthony Eden can hardly judge a withdrawal from the 
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islands off the China coast, or the admission of 
Peking to the United Nations, to have any chance of 
American assent in this Presidential term. If only for 
domestic reasons, he is likely to press for the embargo 
list on China trade, promulgated five years ago in the 
heat of the Korean war, to be reduced and brought into 
line with the embargo list applied to the rest of the 
Communist block. Such a change would be sensible 
enough—the United Nations have to learn how to lift 
sanctions as well as how to apply them—and it might 
reduce a loss to the sterling balance of payments ; but 
it is hot metal, and there is no certainty that the Presi- 
dent will touch it. 


* 


The continuous thread through the Washington talks 
will be drawn by expanding Soviet diplomacy, in parts 
of the world where Soviet activity was until lately slight. 
The Middle East, which is first among those regions, 
ought to dominate the talks. Two changes of secular 
importance are in progress there. Through the develop- 
ment of its oil and the growth of the world’s oil trade, 
the Middle East concerns the United States, and is vital 
to Europe, in a sense which ten years ago was only 
imagined. The process is still going on. A projection 
of European oil consumption and supply over the next 
ten years shows a terrifying degree of dependence upon 
the oil of Iraq and of the Persian Gulf; and, 
simultaneously, most peoples and states of the area are 
cutting loose from western—substantially, from British 
—influence, discipline, and control. ; 

Distance and habit enabled the western monopoly of 
external influence in the Arab Middle East to outlive 
for a time its sub-structure of organised power. There 
is no impassable barrier against Soviet economic and 
political activity in the area once the Soviet Government 
decides, in a peaceful way, to move in. The armaments 
deals with Egypt seem to announce the opening of a 
new period in which competition replaces the western 
monopoly. Further Arab deals with the Soviet Union 
can be expected : arms, loans, trade, technical aid. No 
doubt the states which make them will continue to 
make deals with western governments as well ; they will 
not want to admit a new monopoly, but merely to make 
sure that the old one never returns. Britain and the 
United States have to adapt themselves to this basic 
change. The oil supply of western Europe for, say, the 
next fifty years has become the stake in a new game. 
Habit will not keep the oil flowing. The Russians are 
beginning to enjoy in the Middle East, as elsewhere, 
enviable opportunities of disruption by peaceful means. 
This is no cause for wringing of hands ; it is a challenge. 

Plainly the task of meeting it will be immeasurably 
harder than it need be if the two western powers chiefly 
active in the region are at cross purposes, pursuing 
separate interests out of old habit, competitively sup- 
porting opposed groups of protégés, and at a loss even to 
concert action to preserve the Middle Eastern peace. 
Ii is unlikely that London and Washington know even 
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now how they would jointly enforce the Tripartite 
Declaration if the peace were to break again in 
Palestine. Yet it came close to breaking last month with 
the Israeli attack from Galilee. The Israelis have been 
rebuked and may subside for a time, but if the Palestine 
conflict goes on indefinitely unsettled, with the balance 
of arms upon which the Tripartite Declaration rests 
upset by the Communist initiative, it is not merely 
possible but nearly certain (as far as these things can be 
judged) that the war will one day be resumed by one 
side or the other. Not only does this state of affairs 
make the Russians a present of the best imaginable 
chance of recruiting Arab adherence—which they have 
grasped eagerly, embracing the Arab side against Israel 
with a complete freedom from western inhibitions. It 
exposes the oil lifeline to a risk of disruption by local 
war, whether the western Powers found themselves able 
to limit that war or not. The risk will not diminish of 
its Own. 

Can the armistice, by any effort of persuasion, be 
replaced by a peace ? Probably neither the Israelis, 
for whom war would settle nothing, nor the Arabs— 
who are not ready for it, or nearly ready—honestly want 
war. But both alike have domestic interests in preserv- 
ing a state of heroic tension, and neither Britain nor the 
United States can compel them to bury the hatchet. It 
is a fallacy to suppose that some sure remedy must be 
to hand. Still, at the lowest, the risks may be some- 
what circumscribed, and the chances of keeping the 
peace improved, by British and American agreement 
on the principles of joint action. They would need first 
to renew more resolutely the effort to persuade the two 
sides to accept a peace, and, failing that, to decide how 
far they, with France, would and could go, and by what 
joint means, to make the Tripartite Declaration effec- 
tive. Evidently its effectiveness, and the vague prin- 
ciple of a balance of supply of arms to support it, are 
made more doubtful than ever if the Soviet Union is 
to be active in the area independently. Is the answer, 
as Mr Gaitskell suggested on Wednesday, to invite the 
Russians to join in a new arrangement to replace the 
declaration ? Probably the risks in that course will deter 
the heads of Government in Washington from adopting 


it ; but they have to devise a course of action that will 
do instead. 


This is the subject that needs to come first at 
Washington. Buraimi, Oman, the British position in 
the Persian Gulf and the dangerous folly of the Saudi 
Arabian rulers—on these matters the Prime Minister 
can reasonably ask the United States Government to 
look closely at the facts and to consider the vital char- 
acter of the British and European interest in the oil of 
the Persian Gulf. But they are not matters to take 
precedence of peacemaking in Palestine. That is the 
overriding need. Without it the dangers to which the 
whole Middle Eastern position is. now laid open will 
multiply. The ball is in the western court. 
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The Pull and the Push 


HE speeches that the Prime Minister delivered at 

Bradford and on television last week were not 
intended to be major statements of Government policy. 
The addresses that the chairmen of the joint stock 
banks have just sent to their stockholders were directly 
representative of nobody’s views but their own. It is 
inevitable, however, that these utterances should be 
widely regarded as indicative of Government and City 
opinion about Britain’s economic affairs. There are 
four questions that need to be asked after reading them. 


(1) Do the Prime Minister and the City realise that 
to curb inflation and to try to tone down an increase in 
prices is by no means necessarily the same thing ? The 
suspicion arises that the Prime Minister, at any rate, 
does not. Many people have concluded from his Brad- 
ford speech that the Government intends to ask 
employers and trade unions for their co-operation in a 
“pact”? to hold down prices and wages, although fre- 
sumably (and very dangerously) this would not come 
into effect until after the current round of wage increases 
has battered its way through the soft shell of employers’ 
resistance. Whatever the other merits or demerits of 
such an agreement, it should be made clear from the 
start that it would not be an anti-inflationary policy. 
Indeed, in one sense of the word “ inflation ” (the sense 
of “ pressure upon resources ”’), it would be a deliber- 
ately inflationary act. Obviously, if the present 
round of wage increases is not followed by a similar 
round of price increases, then the new and higher level 
of real wages will enable British consumers to drag 
more real resources into domestic markets and away 
from export markets. A voluntary price freeze would 
help, not hinder, them in doing that. What is needed 
is to cure the fever, not to hold down the thermometer. 


(2) Do the Government and the City expect 1956 
to be a year of inflation in this sense of the word, a 
year of excess demand and therefore of balance of pay- 
ments deficit ? Part of the muddle that now threatens 
British economic folicy arises from the fact that 1956 
may quite possibly not be a bad year in this respect ; it 
could even be a year of temporary balance-of-payments 
surplus. The credit squeeze and the autumn budget 
may serve to keep this year’s increase in home demand 
below the potential increase in production. This 
seemed to be the view of at least one of the bankers. 
“The reduction of inflationary pressure which is now 
in progress,” said Sir Oliver Franks, of Lloyds Bank, in 
the outstanding contribution to this year’s symposium 
of chairmen’s speeches, “ought not only to restrain 
imports, but also to give a fresh impetus to exports. 
There should be no doubt, therefore, about our ability 
to avoid a deficit in the balance of payments.” But he 
went on to insist that to maintain stability of prices 
should be “ a major object of policy in its own right. It 


should not be left to come about, if at all, merely as a 
by-product of measures designed primarily to correct 
an adverse balance of payments.” 

What this new “ object of policy ” means is that the 
Government should no longer be satisfied if monetary 
and budgetary action has reached a point where the 
pull on resources—and on prices—is no longer great 
enough to drag more products away from export 
markets than the country can immediately afford ; dis- 
inflation should also proceed to the stage where trade 
union and other pressures are no longer pushing up costs 
and prices from below. This is a very uncomfortable 
objective for any Government to face. The country 
has now reached the stage where, year in and year out, 
bad year and good, British trade unions demand annual 
wage increases that are some three times as great as the 
annual increase in trade unionists’ productivity. There 
are only two ways out of this impasse: one is to 
persuade the trade unions not to press for these annual 
increases in wages ; the other is to create a sufficient 
increase in unemployment to scare them away from 
doing so. Quite obviously, the first way would be 
preferable, but it will only be sensible to try it in 
circumstances where exhortation can possibly work. 


(3) How and when can exhortation work ? This is a 
question that the bankers should be peculiarly well fitted 
to answer, for the greater part of their speeches this 
year was taken up with an account of just such an 
attempt at exhortation. At the end of last July Mr 
Butler asked the banks to cut down their lending. 
The bankers’ more or less unanimous judgment on this 
policy seems to be that “although our conventional 
liquidity ratios would soon have forced us to call a 
halt” (the words are Lord Aldenham’s), the Chan- 
cellor’s request did hasten the process of credit 
squeeze ; that the task that fell to the banks was 
“invidious ” (Lord Harlech), and “ onerous and dis- 
agreeable ” (Mr Robarts), not least because it “ imposed 
conformity ” and destroyed “ the very real competition 
that exists between the banks” (Sir Oliver Franks) ; 
and that it would have been much better if the Govern- 
ment had achieved the same result by resorting to 
orthodox methods of credit restraint much earlier 
(nearly all the chairmen, passim). The conclusions to 
be drawn seem to be that Chancellors’ requests can 
hurry bankers and businessmen—and perhaps they 


Owing to a dispute in the printing trade, to 
which we are not parties, there is a risk that some 
copies of this issue will be late in reaching 
readers’ hands. We desire to express our regret 


for any annoyance or inconvenience that may be 
caused by circumstances that are beyond our 
control. 
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could even hurry trade unionists—along any road down 
which economic circumstances are already driving 
them ; but that they could not do the trick on their own, 
and that there would be an undesirable clamp upon 
competition if any Government tried to make them do 
so. In terms of general—rather than purely banking— 
policy, this almost certainly means that price stability 
by exhortation could only be made to work in alliance 
with a higher rate of unemployment than now, and even 
with a higher rate than may be necessary to attain a 
temporarily comfortable balance-of-payments surplus. 


(4) Do the Government and the City want price 
stability at the cost of such unpleasantness ? The Prime 
Minister’s answer was that he does not (“ I do not share 
the views of those who advocate unemployment as a 
cure”). The bankers seemed to say that they do, but 
closer reading of their speeches gives one cause to doubt 
it. This doubt does not emerge from analysis of the 
things that they said about unemployment, which would 
not directly affect them, but from the things that they 
said about their own businesses. It was noticeable that 
none of the bankers, not even those who called most 
determinedly for “resolute action” against inflation, 
wanted another increase in Bank rate ; their recipe was 
usually that the Government should cut its expenditure, 
that somebody other than their own banks should bear 
the pain. And their references to their own credit- 
squeezed customers (whom they had always been 
careful to save from “ falling into difficulties ”), and to 
particular industries in the areas served by the non- 
London banks, were not characterised by a call for some 
healthy bankruptcies. It is clear that a degree of dis- 
inflation that involved more bankruptcies—even if it 
were achieved through a cut in Government expenditure 
—would arouse as sharp a protest in some bank parlours 
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as it would in the Trades Union Congress. And the 
Government does not seem to be inclined to do some- 
thing that would offend both. 

This is a disappointing conclusion. It should be 
made quite clear what it means. It does not mean that 
1956 is likely to be an unduly inflationary year. Indeed, 
one of the dangers of the present situation is that some 
system of exhortation to freeze prices may be imposed 
upon an economy where orthodox restraints are already 
at work, and that the former may get some of the credit 
that the latter deserve ; something of the same sort 
occurred after Mr Butler’s “ exhortations ” of last July, 
and has served to make the policy of exhortation look 
rather more effective and respectable than it is. But 
the hopes that were being expressed a few weeks ago 
that this Government might be willing, at the cost of 
temporary unpopularity, to make lasting price stability 
a “major object of policy in its own right,” are likely 
to receive a setback ; and few of the bank chairmen are 
really in a good personal position to complain about this. 
It is perhaps appropriate that one of the bankers chose 
as his text this year a quotation from Rupert Brooke: 
“ And sure the reverent eye must see A purpose in 
liquidity.” For in that poem Brooke mused how “ Fish, 
fly replete in depth of June, Dawdling away their wat’ry 
noon, Ponder deep wisdom dark of clear” : 

This life cannot be All, they swear, 

For how unpleasant if it were. 
Both the Government and the City feel that way about 
the present age of price inflation. But the impression 
one gets from at least some of this last fortnight’s 
speeches is that each can think of nothing better than 
to exhort the other to do something about it. In the 
end, everybody may be willing to pay whatever price is 
necessary to get a reasonably stable money. But it does 
not look as if the end is yet. 


What Has Happened to Salaries 


| b itexe previous article, which appeared last week, 


presented certain calculations designed to assist in 
deciding whether or not salaries are now of the right 
magnitude in relation to- the prewar level. It was 
explained that, in taking 1938 as a base, it was not 
intended to imply that conditions in that year were 
exactly as they should have been. But it is the most 
recent year when both the value of money and the 
relationships between different social and economic 
groups were reasonably stable. The calculation is con- 
cerned only with the lower salaries, defined as those 
which, in 1938, ranged between {£200 and {£1,000 
before tax. The range thus covers virtually the whole 
of what can be called the “ mass professions ” — the 
school teachers, the bank and insurance clerks, the 
clerical grades of the civil service, etc. It also includes 


the lower grades of the higher professions—the 
administrative civil service, the law, medicine, univer- 
sity teaching and the like. Many professional men 
before the war spent all their working lives within this 
range of income. Even of those who were destined 
eventually to rise out of it, most would spend half 
their careers within it. It covers, in short, the great bulk 
of the working population other than wage-earners. 
Last week’s calculation was designed to establish 
what increase in gross income (before tax) would have 
been necessary, between 1938 and the present day, to 
enable a man exactly to maintain his standard of living. 
To this rather ambiguous phrase two definitions were 
applied. The first (or absolute standard of living) was 
defined as exactly the same command over consumption 
of all kinds as in the prewar year. The second (or rela- 
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tive standard of living) was defined as an increase in 
consuming power exactly equal to the average per head 
of the whole nation, which is 7 per cent over the 17- 
year period. The results of the calculation, roughly 
expressed, were that if the prewar salary were between 
£200 and about £700, the present salary would have to 
be about three times as large to produce the same abso- 
lute standard and about three and a-half times as large 
to produce the same relative standard. For prewar 
salaries between £700 and {1000 the ratios work out at 
about three and a-half and four times, respectively. For 
salaries of above £1,000 (prewar)—with which these 
articles are not directly concerned—the ratios increase 
very rapidly. 

The obvious next step is to compare with these calcu- 
lated ratios the actual increases that have occurred in 
salaries. Unfortunately, this is much more easily said 
than done. There is no general index number of salaries. 
Nor could there be, for there are very few professions 
or other forms of salaried employment where there is a 
published national scale. Definitions of posts vary from 
employer to employer and from time to time with the 
same employer. Furthermore there is the complication 
that most salaries, unlike most wages, are on a scale 
with automatic annual or periodical increases, and 
different things may have been happening at the top and 
bottom of the scale. In the circumstances, the best that 
can be done is to list a few of the cases where something 
approaching a precise scale can be quoted, and this is 
done in the table. : 


How far these figures are typical of other salaries is 
very difficult to say. Many readers will be able to sup- 
plement them with a direct impression of what has 
happened in other professions. University salaries, for 
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instance, though they can hardly be reduced to a precise 
scale, are fairly well defined. An average salary for a 
non-medical professor before the war would have been 
about £1,100 to £1,200, and may be about £2,200 to 
£2,300 today. At the other end of the scale, an assistant 
lecturer might have received £300 in 1938, and an 
average figure today would be about £600. In short, 
these salaries have approximately doubled. On the other 
hand, the impression in the accounting profession is 
that the salaries offered to newly qualified accountants 
(any figures above this level would be the wildest of 
guesses) have increased more like threefold, from £200- 
£250 to {600-£750. This seems to confirm a 
suspicion, based on general observation, that the 
salaries paid in industry have increased in rather greater 
proportion than those in public employment. 

Figures and general observation come together, how- 
ever, in the belief that very few salaries have been 
increased since 1938 in the three-times ratio which, as 
the preceding article showed, would be necessary to 
provide an undiminished absolute standard of living, 
and virtually none has been increased in the higher 
ratio necessary to enable these people to maintain their 
relative standard. Indeed, if an overall average figure 
could be calculated, it would probably be found some- 
where round about double the prewar level. 

Another general conclusion seems to emerge. Last 
week’s article showed that, as the (prewar) salary rises, 
so does the ratio of increase necessary to maintain the 
standard. From £200 to £700 (prewar), the range of 
increase necessary is 200-250 per cent ; from £700 to 
£1,000, it is 250-300 per cent. But in fact the opposite 
has happened ; the ratio of increase has been less for 
the higher salaries than for the lower. This can be seen 


SALARY SCALES, PREWAR AND PRESENT 


1939 | Present | a 
4 & | 1939 
Civi_L SERVICE 
MEN 
Administrative :— 
Assistant secretary ...... 1,150-1,500 | 1,700-2,200 | 148-147 
Pees sists Finns 800-1,100 | 1,345-1,620 | 168-147 
Assistant principal ...... 275-— 625 555-1,000 | 202-160 
Executive :-— 
Assist. accountant general | 1,050-1,200 | 1,620-1,660 | 154-138 
Chief executive officer ... 900—1,050 | 1,463-1,620 | 163-154 
Senior executive officer .. 700- 860 | 1,214-1,431 | 173-166 
Higher executive officer. . 550— 650 972-1,176 | 177-181 
Executive officer........ 150—- 525 345- 939 | 230-179 
Clerical :—~ 
Higher clerical officer... . 400— 525 767- 939 | 192-179 
WoMEN ; 
Assistant secretary ...... 1,000-1,325 | 1,595-2,071 | 160-156 
EVM cad cevaensn tks 700- 940 | 1,227-1,515 | 175-161 
Assistant principal ...... 275- 510 555— 901 202-177 
Higher executive officer. . 450—- 525 860-1,026 | 191-195 
Higher clerical officer... . 320- 420 650— 807 | 203-192 


1938 | Present P ee 
“ ‘ as % of 
& £ 1938 
TEACHERS 
(Burnham Scale) 
Graduates :— 
Men (4 years training) .. 249- 480 546—- 821 | 219-171 
Women (ditto) ....... 228- 384 492— 681 | 216-177 
Qualified :-— 
MO te rad eho ee 180— 366 450—- 725 | 250-198 
Wren ais tii cea 162-— 288 4ll— 601 | 254-209 
Loca, GOVERNMENT 
Assistant solicitor....... 350-— 500 690—- 900 | 197-180 
Architectural assistant... 350— 400 650—- 775 | 186-194 
City architect .......... 1,500 2,800 187 
ScnHooLt HEALTH 
SERVICE 
Assistant medical officer . 500— 700 975-1,375 | 195-196 
Senior medical officer... . 750-1,100 | 1,415-1,830 | 189-166 


Asst. school dental officer 450— 550 900-1,400 | 200-255 


BANK CLERKS 
Wi eo oe. 20 he ow de das 70—- 365 215—- 700 | 307-192 
Ai ack ata aaa ek wale 83- 205 215- 500 | 259-244 


Civil ice: Pr is Figures are for London. Present-day figures incorporate the supplements awarded in November, 
1954, tok bana 1955, played eae allowance. Women’s scales incorporate first of * equal pay instalments. Teachers $ 
Present figures include allowances for four years of training and for university degree, but no others. Women’s figures include one “ equal 
pay increment. Prewar figures are for graduates in secondary grammar schools outside London and for certificated teachers in industrial 
areas. Local Government :Prewar figures and present figure for city architect are not fixed scales but are believed to be typical. School 


Dental Service ; Prewar figures are averages of those advertised. Bank Clerks ; Figures supplied by the National Union of Bank Employees. 
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from the table in two ways. In the first place the 
percentages in the third column are generally lower for 
the higher grades—for an Assistant Secretary they are 
148-147 per cent ; for an Assistant Principal 202-160 
per cent. Secondly, within each pair of figures, the first 
shows the increase at the bottom of the scale, the second 
at the top ; and in most cases (though not in all) the 
second figure is lower than the first. This is the result 
partly of the tendency of employers to put a wholly 
illogical limit on “cost of living” bonuses—a very 
frequent figure is 10 per cent bonus with a limit of 
£100, or 1§ per cent, with a limit of £150, as if the 
man with a basic salary of over £1,000 did not feel the 
cost of living—and partly of the general unwillingness 
of employers to contemplate the “astronomical ” figures 
that are necessary to enable the higher salary to keep 
its value. How many employers, for example, are will- 
ing to pay £4,800 today for a job that was worth £1,200 
in 1938 ? Yet that is what is necessary to maintain the 
absolute standard ; £5,600 would be needed to main- 
tain the relative standard. This example is a little 
vutside the range of incomes with which these articles 
ere chiefly concerned ; but in a more general context 
it is by no means an extreme one. 


* 


At this point the statistician ought to stop. But 
perhaps something can be added on the ethical and 
political issues that arise after the facts have been deter- 
mined. Nobody ever took a deliberate decision to 
depress the living standards of the salaried classes ; it 
has happened because nobody has appreciated how 
strong is the combined effect of inflation and taxation. 
Indeed, it is as good as certain that, if the matter had 
ever been consciously considered, the decision would 
have been to maintain at least the absolute standards of 
a Class of people who are by no means rich and gener- 
ally deserve well of the community. Is it right that, in 
a country that is on the average 7 per cent richer, civil 
servants, teachers, bank clerks and the rising young 
men of every profession should be anything from 15 to 
39 per cent poorer ? If the question is put in those 
terms, the answer is obviously No. But the figures say 
Yes. 

If this state of affairs has come about inadvertently, 
should it be put right ? This, of course, is a matter of 
practical politics and of specific bargaining within each 
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profession or calling. But there are still a couple of 
remarks that the statistical analyst can make without 
departing from his role. One often hears the remark 
that, unfair though the present position may be, it is 
impossible to fight against a social revolution. This may 
be true enough of the higher salaries, outside the scope 
of this article. It is simply not practical policy to put 
the man who was earning, say, £5,000 before the war 
(a Judge of the High Court, for example) back in the 
real position he then occupied. But this is not true of 
the smaller salaries that are here under consideration. 
The average weekly wage-earner is now drawing just 
about three and a half times what he (or she) drew in 
1938 ; if this has been possible for the many millions of 
wage-earners, it is possible for the few million salary- 
earners. Whether the individual employer could afford 
it is another matter—but that leads to the other general 
observation that can be made. Demands for large 
increases in salaries that may be made by the unions or 
associations concerned may or may not be such as can 
be afforded ; but nobody should call them unreasonable 
or extravagant. Those who wish to test the justice of 
any such claim should not look so much at its absolute 
size but rather at whether it meets the test of internal 
equity—that is, does it seek to increase the higher 
salaries most ? 


Punishment for Murder 


THE public can scarcely need to be reminded that the 
great crime, the increase of which has lately startled and 
horrified us all, is still punished by death. Wilful, pre- 
meditated, brutal murder is never pardoned. Against it 
the law still decrees the last extremity of punishment, 
and on conviction the decree is unsparingly executed. 
Yet this crime is now rife amongst us. It takes especially 
the form of wife-killing, the most revolting of all murders. 
The arm on which tender affection leans for support 
reaches it a poisoned cup or brutally repels it with a 
murderous blow. The increased protection which of late 
the law has sought to give woman has apparently but 
provoked grosser outrages. . Wife-killing by poison 
and by mere brute violence has become quite common. 
. . . It is plain that the extreme punishment so much 
relied on fails, like other punishments, to realise the 
expected effect; and if we would effectually prevent 
murder, we must probably have recourse to other 
means. So Mr Bright at Manchester and the Association 
for the Abolition of Capital Punishment urge. . . . Mr 
Bright insists, with great truth, that life is now more 
secure than it was 100 or 200 years ago, when hanging 
was much more frequent than it now is; and he traces 
the security to a growing reverence for life in the people, 
which has pulled the halter from the gallows and struck 
the axe from the hand of the executioner. It has forced 
the legislature—unwilling to give up power and depart 
from old usage—to sweep away a great multitude of 
death-dealing laws. . . . There has grown up in France 
. . . as well as in England, and we may say in the greater 
part of Europe, whatever may be the form of govern- 
ment or the religious creed adopted, an improved 
humanity. To this and the causes of its growth we must 
look for future improvement. 


The Economist 


January 26, 1856 
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Payment on the Rail 


rs railway unions seem to have been taken aback by 
the generous offer of a wage increase of 7 per 
cent ; they accepted it with alacrity, murmuring gratefully 
—as they have sometimes murmured before—that this 
might mark a new era of stability on the railways. Rarely 
or never can an offer have approached so nearly what was 
demanded. The National Union of Railwaymen had asked 
for 10 per cent, and the locomotive men and railway clerks 
for 74 per cent. In addition, all the unions asked for 
improvements in hours and conditions, and these have been 
to a great extent granted also. 

The total bill for the commission will be over £25 
million a year. Sir Brian Robertson, in commenting upon 
the settlement, said that it was natural to ask “Can we 
afford it?” ; as the railways are now running some {£40 
million in the red, it is equally natural to reply that the 
answer is “No.” The commission may have been 
influenced by the belief that the railway wages tribunal, 
which was so foolishly overridden by the committee of 
inquiry last year and which would be anxious not to be 
overridden again, might recommend an increase of about 
this size if the claim went to arbitration ; the rise in the 
cost of living since last January, to which last year’s 
increases were backdated, has been just over 6 per cent. 
Better therefore, in the commission’s view, to give the 
money ungrudgingly, in the hope that the grateful unions 
will co-operate more fully in the gigantic task of redeploy- 
ing the railways’ lopsided labour force ; the commission 
assumes implicitly that there can be no redeployment 
without union consent, and it claims that the “ better 
atmosphere” is already bringing more co-operation from 
the staff. 

The proof of that pudding will be in the eating. Mean- 
while the rest of industry, with wage claims pending, has 
been given a bitter pill to swallow from a state industry 
that is allowed to run at a loss. The most important point 
to emphasise now is that the cost of running these expen- 
sive railways should be passed on to the consumer of 
railway services. There should be no freeze on fares. 


First Blood 


ARLIAMENT’S reassembly on Tuesday caught the 
Government nicely on the rebound from its trough of 
confusion three weeks ago. There had been time for the 
Tory press attacks on the Premier to backfire, Sir Anthony’s 
words at Bradford and on television had steadied some 


weak nerves (they could hardly have excited them), and 
even the war surplus row had proved partly a blessing in 
disguise. Tory backbenchers still nurse private doubts 
about the Government’s economic policy, but they have 
been jolted by the idea that any dissatisfaction could be 
interpreted as a palace revolution. The sight of Sir 
Anthony’s bags packed for Washington confirmed the 
party’s wish to put on a loyal front, and the task was made 
pleasant by the sight of some members of the reshuffled 
Government front bench in brisk and confident form. 
Labour started with a double disadvantage ; it was still 
in the throes of sorting out its hierarchy and Mr Gaitskeil 
had overplayed the party’s hand on the war surplus affair. 
To make matters worse, the press had joggled Mr Gaitskell’s 
arm, and the Tories are very eager to spread an impression 
of him that he must (and probably later will) avoid: 
namely that foreign affairs are not his profession, but his 
hobby. It is far too early, however, to tell how this new, 
greatly changed Commons will settle down. Labour is not 
yet really into its stride, and if the jockey is perhaps 
straining a bit too hard, he is riding a horse bearing some 
years of ingrained sluggishness. It is already clear that 
having Mr Butler as Leader of the House is going to make 
a difference on the Government side; by contrast his 
successor at the Treasury made a rather disappointing 
debut in his new office, enlivening question time with 
a display of slightly truculent woolliness. Perhaps most 
significant of all, Labour now seems alive to the fact that 
many of the most promising lines of attack for a reforming 
party are matters under the control of the Home Secretary. 


Mud and Iron 


HE Commons debate on tanks and the Middle East 
was held under a handicap. Discussion of the sale of 
surplus military equipment inevitably burgeoned into a 
party clash on general Middle Eastern policy at the moment 
of the Prime Minister’s departure to discuss the same subject 
in Washington. It was hard in those conditions to contribute 
positively to the removal of the atmosphere of suspicion and 
danger that hangs over the Middle East. Still, the Tories, 
after murmuring protests when Mr Gaitskell announced 
that he proposed to broaden the debate, followed him into 
the wider field happily enough, and Mr Selwyn Lloyd 
wound up with a general survey in which the ugly outlines 
of breechblocks and Mosquitoes were buried under smooth 
billows of Arabian sand. 

Sir Walter Monckton’s opening disquisition in his new 
role as Minister of Defence was so conciliatory that, if he 
had been trying to show obstinate labour leaders and em- 
ployers the error of their ways, they would surely have gone 
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home repentant, or at least mollified. The Opposition, 
however, was not mollified, either by his humorous account 
of tanks exported as “ ferraille de char, the literal trans- 
lation of which, I understand, is almost any old iron,” or 
by his solemn reminder that exports of arms were “an 
economic asset of great value.” Mr Gaitskell hastened to 
point out that nobody was complaining about the necessary 
dispersal of stores after a great war, and that “ the Labour 
Government disposed of very large quantities very care- 
fully and without any scandal.” Then the mud-flinging 
began ; and by the time it ended, it had amply confirmed 
the argument, already set out in The Economist, that the 
exact details of the number and condition of the arms sold 
to Israel or Egypt are infinitely less important than the fog 
of fear and suspicion that has darkened the Middle East as 
a result of so many secret deals. It is pleasant to be able 
to agree with Mr Crossman on this one sound point.in his 
contribution to the debate. 

The Foreign Secretary’s contribution included two 
interesting revelations. He said that Britain, France and 
the United States, as signatories to the Tripartite Declara- 
tion of 1950, had discussed the Communist incursion into 
the Middle East arms trade as soon as it took place, both 
among themselves and with the Russians, but without result. 
He also said that he had discussed with the UN Secretary- 
General, once 18 months ago and again earlier this month, 
the possibility of placing some kind of UN force along the 
Israel-Arab frontiers. Here, too, he could report no tangible 
result. These were appropriate distractions with which to 
conclude so inconclusive a debate. But the impression of 
desultory interest and a defeatist state of mind which the 
Government’s arguments will give the world is liable to be 
intensified by the reports that Mr Hammarskjéld and 
General Burns have managed to squeeze an agreement about 
the El Auja zone out of Egypt and Israel. If the relatively 
powerless UN can achieve that much, can the Tripartite 
governments do no better ? 


Rabat Displays Diplomacy 


HO could have predicted, as little as six months ago, 
W that the death of el-Glaoui—Pasha of Marrakech, 
champion of the French diehards and bane of the Moroccan 
nationalists—would leave Franco-Moroccan relations un- 
affected ? Yet this is so. The complete reversal of 
nationalist fortunes that has taken place since France so 
mishandled the rebellion of August 20th last had pushed 
the old man into a backwater. All interest now centres on 
the man-to-man talks with Paris about to be conducted by 
Sultan Sidi Mohammed ben Youssef—the ruler whom he 
ousted in 1953. 

With these talks in prospect, not only the Sultan but his 
entourage and cabinet are playing their cards impeccably. 
Their target is full independence and sovereignty—even 
fuller than that so far gained by Tunisia, since they are bent 
on manning an army, a diplomatic corps and a seat at the 
United Nations. But they have hedged these demands with 
sO many protestations of desire for “ interdependence ” with 
France that they have placed Frenchmen in a dilemma: 
who dares to gainsay the first claim if to do so is to expose 
Paris to the risk that Moroccan zest for “ interdependence ” 
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will disappear ? A steady run of Moroccan assertions that 
the military alliance must be of the closest kind, that the 
rights of French residents must be respected, and that the 
services of French technicians must be retained, leaves even 
right-wing Frenchmen uncertain what to say for the best. 
The more liberal groups among the French residents in 
Morocco seem almost jaunty about their future. 

Even those who do not feel this way are able to derive a 
little cold comfort from the thought that they have out- 
manceuvred the Spaniards in Moroccan nationalist eyes. 
Throughout the period of the Sultan’s exile, these saw Paris 
ac the evil genius and General Franco as a hero. Today the 
roles are reversed because, though Franco too has had to 
concede that Moroccan independence must come, he cannot 
gc as far as France in extolling a democratic pattern for 
the future. 

All told, the programme for 1956 promises to yield talks 
in Paris, followed by sovereignty for the French zone and 
talks with a wider circle of powers on the ultimate unifica- 
tion of the whole territory. The chief obstacle that separates 
the Sultan from these objectives is the persistence of unrest 
and rebellion in the countryside. He has told a French 
newspaper that revolt in the Riff “ will stop” as soon as the 
talks in Paris reach a satisfactory conclusion, but it seems 
doubtful whether he has this degree of control over rebels 
whose aim is, in part, to keep France on tenterhooks in 
Algeria. 


Health on the Cheap? 


HE appointment of the Guillebaud committee, nearly 

three years ago, reflected growing concern over the 
cost of the health service. Does the publication of its 
report (Cmd 9663) together with a memorandum* spon- 
sored by the National Institute of Economic and Social 
Research, on which the committee has largely relied for 
an analysis of the cost, mean that concern can be allayed, 
both now and for the future ? 

In brief, the conclusion is that expenditure on the health 
service actually absorbed a smaller proportion of the gross 
national product in 1953-54 than it did in 1949-50—the 
first full year it was in operation. Of the apparent increase 
of £77 million in the gross cost of the service in these 
years, £45 million is attributable to higher earnings and 
prices. Only £32 million represents the increase in the 
volume of real resources absorbed by the health service ; 
and if allowance is made for the fact that some of the 
additional manpower recruited (for instance, part-time 
nurses) would not have found employment elsewhere, the 
net diversion of resources to the service was negligible. 

With this comforting conclusion before them, it is not 
surprising that the members of the committee had no 
striking recommendations to make as regards reducing the 
cost or bringing in new sources of income—indeed, they 
consider that the present level of capital expenditure on 
the hospitals is far too low for future efficiency. No new 
charges, such as a boarding charge for hospital in-patients, 
are proposed. On the other hand, four of the five members 
of the committee recognise that before the existing charges 

* The Cost of the National Health Service in England and 


Wales. By Brian Abel-Smith and Richard Titmuss. Cambridge 
University Press. 196 pages. 27s. 6d. 
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are abolished or reduced, the other outstanding needs of 
the service should be considered. , 

The committee does, however, support a proposal for 
modifying the incidence of the charge for dental treatment 
(although not that for dentures), so that it would no longer 
unduly penalise the person who goes regularly to the 
dentist. No other innovations are put forward. On the 
oft-mooted question of financing the hospitals, the com- 
mittee has come down against block grants and the carry- 
ing forward of unspent balances. It is certainly reassuring 
to be told that there is no evidence of widespread extrava- 
gance in the health service. But the hospitals are being 
kept on a tight rein, and it is to be hoped that their 
immediate reaction to this report will not be to try to get 
the bit between their teeth. 


Backwoodsmen by Consent 


HE prospects for a thorough reform of the House of 
+ Lords are not enhanced by the report of the Swinton 
Committee. The Government had hoped that the number 
of hereditary peers qualified to attend could be strictly 
limited—probably to 200—so that an equal, or perhaps 
larger, number of life peers could be introduced. The 
Swinton Committee finds in effect that the House has no 
power to limit the number of hereditary peers attending to 
any arbitrary number. To fix any limit, therefore, a Bill 
would have to be introduced, and that would have to run 
the gauntlet of Labour in the Commons. 

All that the Swinton Committee can offer is a means of 
ensuring that absentee peers, people who are not only back- 
woodsmen but admit they are, might be formally excluded. 
It suggests a series of new standing orders, which would 
allow peers to apply for leave of absence—and would give 
it to them automatically if they did not take the oath of 
allegiance within one month of the opening of a new Parlia- 
ment. The new orders would lay on peers a duty to attend 
regularly, or as often as they reasonably can, or to apply for 
leave of absence. But the committee found that no sanctions 
could be applied, and it offered no definition of how much 
attendance would be reasonable: One day a week, one day 
a month, half a dozen times a session, or what ? Obviously 
many peers would fail to take the oath within one month, 
but some who had no intention of turning up regularly 
might well do so out of cussedness. The proposed standing 
orders fail to provide the one essential ingredient: they 
offer no certainty of how few hereditary peers would be 
qualified to attend. 


* 


The sensible and brave thing for the Government to do 
would be to write off the Swinton Committee’s report and 
bring in a Bill for full-blooded reform. But there is a real 
danger that the Swinton plan will prove too tempting. Over- 
tures have already been made to tempt some more Labour 
men into the Lords with a daily allowance for attendance. 
The Swinton plan could be paraded as the weeding-out of 
the backwoodsmen, and the Lords would have had a face-lift 
without any public fuss. But underneath the new, and still 
lop-sided, face would remain the same old harridan. The 
Lords needs not a new face but a new body. 
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A Gaitskellite Reform? 


AST weekend Labour’s national executive gave some 
surprisingly good and detailed advice on housing 
policy to nine hundred of its local councillors, who had 
assembled for a conference in London. This was a develop- 
ment of some significance. Mr Gaitskell address€d the 
conference, and his imprint can fairly plainly be seen on 
some of the written papers presented by the executive. 
In this field, and unexpectedly early, there were signs that 
the leader may really change the policy instead of the policy 
changing the man. 

In the first place, the Labour councillors were told that 
it might sometimes be proper Socialist policy to increase 
the rents of existing council houses in order to finance 
new building ; Mr Gaitskell’s summary of the history and 
purpose of housing subsidies, and of the gap between rents 
on prewar and postwar houses, was succinct and fair. 
Secondly, the Labour councillors were told that “ the party 
is not, and never has been, opposed to means tests,” but 
only to unfair and oppressive examples of them; the 
national executive therefore “accepts the principle” that 
some Labour councils might be wise to introduce differ- 
ential rents, and to vary subsidies according to individual 
need. Thirdly, Labour councillors were urged that it is 
sometimes more economic to buy and convert existing 
houses that come on to the market than to build new ones. 

A paper was also presented on the party’s project, if it 
comes back to power, of “ gradually municipalising ” rent- 
controlled property ; the paper was reasonable and practical 
in tone, and even faced the issue that one consequence of 
municipalisation would be “some kind of rationalisation 
of rents” (which means, of course, that one of its most 
sensible purposes would be to put the lowest rents up). 
It is true that a cynic might say that in some parts of his 
speech to the conference Mr Gaitskell was mainly con- 
cerned with attacking the Conservatives while adopting 
parts of their policy, but cynicism here would be misplaced. 
He will be doing his party and the nation a real service 
if he continues with this method of founding policies on 
conviction and framing perorations according to conveni- 
ence, instead of doing things the other way round. 


Dancing to Mao’s Music 


HINA is now driving pell-mell to Soviet-style 
€ “socialism.” In Shanghai last weekend gongs, fire- 
crackers and street dancing by “converted” capitalists 
greeted the wholesale conversion of the city’s industries 
into “joint state-private enterprises,” a more-than-halfway 
house to full nationalisation. Twenty other cities, includ- 
ing Peking, Chungking and Tientsin, were simultaneously 
reported to have reached the same stage. The former 
owners will be given jobs as managers or technicians and 
will, for a time, be granted a share of the profits by way of 
compensation for the loss of their property. The Chinese 
tend to let out their statistics in driblets, and this makes 
it difficult to judge how far the process has advanced over 
the whole country. But virtually the whole of the textile 
industry is now run on the “joint” basis, and Shanghai’s 
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“ arrival at socialism ” is being greeted as the fall of capi- 
talism’s biggest bastion. Most of the basic industries in 
Manchuria and the north have grown up under direct 
state control, or been revived by the state on the basis of 
former Japanese concerns, and the conversion of the rest 
of industry, including the full expropriation of the owners, 
will almost certainly be completed by the end of the third 
five-year plan in 1967. 

China’s capitalists have accepted their fate with com- 
parative doc‘lity (though the press is still attacking examples 
of resistance) because the campaign against “ counter- 
revolutionaries ” in industry that began in 1952 had already 
removed most of the recalcitrants. A far riskier decision 
to speed up the march to Communism has been taken in 
agriculture. Here the number of peasants’ co-operatives 
has been expanded more than fourfold in the past six 
months, and three households out of every five in China 
are now part of the system. 

Mao Tse-tung has just announced that the process is to 
be completed by the end of the year, and that within the 
next three or four years the rural “ transition to the fully 
socialist state” ought to be accomplished. This means, 
among other things, that by 1960 China’s deeply con- 
servative peasantry will have been deprived of the payment 
for rent that they are still allowed under the present system 
of producers’ co-operatives. There has already been wide- 
spread trouble in the countryside, especially in the south, 
where Communist propaganda has had less time to take 
root: only last year the pace of collectivisation had to be 
slowed down. Mao is evidently ready to risk alienating 
poorer peasants as well as “ kulaks” by this new forcing 


of the pace. ‘ 


What Kind of Euratom ? 


HEN the proposal for an atomic energy community 
\ \ (Euratom) was drawn up under M. Spaak’s direc- 
tion a number of points which were essentially political 
rather than technical were left open. The Foreign Ministers 
oi the six countries were to have found the answers, but the 
French government crisis caused their meeting to be post- 
poned. The Action Committee for a United States of 
Europe, organised by M. Monnet and composed of leading 
men of the principal non-communist political parties and 
trades unions in the six countries, held its first meeting in 
Paris last week and set out in a resolution its views on the 
most important of these open questions. 

The committee took a firm stand on three principal 
points. First, the countries participating in the scheme 
should delegate real powers to a European atomic energy 
commission ; that is, Euratom should be supranational. 
Second, atomic energy should be developed for pacific pur- 
poses only. This means that no atomic weapons or bombs 
would be manufactured in any of the countries of the com- 
munity, though their right to receive such weapons from 
other countries in accordance with Nato plans would, appar- 
ently, not be affected. Third, to ensure that atomic materials 
would, in fact, be used only for pacific purposes, all fissile 
material produced or imported by the participating countries 
should become the property of the European atomic energy 
commission. It alone would be able to authorise the con- 
struction and operation of atomic installations. The new 
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community should be open to any European country pre- 
pared to accept these basic principles, and special agree- 
ments concluded with countries that wanted a less embrac- 
ing form of associat:on. 

The political weight of the committee organised by M. 
Monnet is impressive ; if party discipline can be assumed, 
then a constitutional majority in support of the principles 
endorsed by the committee exists in all six countries. But 
it is still the Foreign Ministers who must decide the shape 
ir which “ Euratom ” will be put to the parliaments. Before 
they meet, the opponents of the committee’s bold approach 
will be bringing counter-pressure to bear, for the points at 
issue are all fundamental ones and all highly political in 
both the narrow and the larger sense. 

The proposal to limit the new community to the peaceful 
applications of atomic energy is far-reaching in its implica- 
tions and will, rightly, be critically probed in the countries 
concerned. Three things are immediately clear. It over- 
comes the difficulty that would immediately confront a 
supra-national community including Germany, which has 
renounced the right to make nuclear weapons, and other 
countries which have not. It excludes the possibility, already 
remote, of full British participation. And it has an obvious 
and important appeal to all those who are desperately 
searching for a beginning to the critical problem of the 
control of the bomb. 


Last Chance for Barbican 


FTER a contentious public inquiry, the New Barbican 
A scheme has now gone to the Minister of Housing for 
his final decision. This is the sort of scheme that one would 
like to see approved, but it will be surprising if it is. Its 
sponsors want to create on the 40 derelict acres north of 
S: Paul’s a single, vast, multi-purpose project. Extensive 
provision would be made for warehouses and car-parks, 
mainly below the present ground level ; on a terrace §0 feet 
high would be built a complete community, with maison- 
nettes, shops, schools, and playgrounds ; and the whole 
project would be topped by five tall blocks of offices with 
luxury flats above them. New Barbican seems to be 
London’s last chance to provide one striking postwar 
development to vie with the successful schemes in 
Rotterdam and other blitzed cities abroad. 

Inevitably, so ambitious a scheme has encountered strong 
objections. The City Corporation and the LCC have refused 
their permission primarily on the grounds that the project 
would provide employment for almost 50,000 people, and 
they want to move people out of London’s traffic jam not 
into it. This argument would be stronger if the City’s own 
hastily-produced alternative plan were not so obviously a 
second-best—even assuming that the City, once freed from 
competitive pressures, would really change its spots to the 
extent of insisting on its plan being followed. Secondly, 
there are architectural objections to New Barbican. It is 
admittedly a pity that the project has unavoidably to be 
placed close to St Paul’s, but intrinsically its height and bulk 
are advantages when compared with the monotonous build- 
ings now rising elsewhere in the City. 

The strongest objection has not been publicly stated. It 
is the doubt whether New Barbican commands enough 
financial backing to be actually finished and not left in a 
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state which would after all justify the incorrigible Professor 
Richardson’s description of the scheme as “ Paradise Lost.” 
One of Professor Richardson’s other objections—that the 
plan is a prospective piece of exploitation by “ big business ” 
—is as far from the mark as any attack could be. If there 
were more tough financiers connected with it, instead of 
people who might feel tempted to risk their money in the 
cause of idealism and good taste, one’s last hesitations 
would be removed. Even as the prospectus stands, Mr 
Sandys ought not lightly to render void the welcome initia- 
tive shown by the Barbican pioneers. 


Protection Against Polio 


AST year, the proposed trials in this country of a vaccine 
. against poliomyelitis were abandoned, partly because 
of the disaster in the United States caused by the first 
batches of Salk vaccine manufactured by one firm. The 
cautiously encouraging reports on subsequent experience 
with vaccination in America have, however, justified the 
resumption of plans for vaccinating British children. 

The vaccine now being prepared is known as a Salk- 
type vaccine and will incorporate all three types of polio- 
myelitis virus ; but the strain representing the Type I virus 
is less virulent than that which is used in the Salk vaccine 
and which caused most of the cases of infection among the 
vaccinated children in the United States. Whether the 
incorporation of a less virulent strain will make the vaccine 
also less effective is not yet known, and this year’s experi- 
ence with it may decide the issue. Parents of children 
born between 1947 and 1954 inclusive will be invited to 
register them for vaccination with their local health authori- 
ties. Far more are expected to be registered than can be 
vaccinated with the available supplies, which will probably 
be enough to treat 300,000 to 500,000 children before the 
end of June, when the epidemic period for the disease 
begins and vaccination will be suspended. Local authori- 
ties will not, however, themselves decide which of the 
registered children will be vaccinated. They will be told 
to vaccinate only those born in particular months of each 
year. This centrally planned vaccination, it can be said, 
will serve as a large-scale trial, the controls being the un- 
vaccinated registered children. Even so, it is surprising 
that no small clinical trials will take place with the new 
vaccine before it is generally distributed. 

What, however, has to be disregarded in this vaccination 
scheme is the different extent of natural immunity to polio- 
myelitis in different areas. A fortnight ago the Lancet 
reported the results of an investigation in Betws-y-Coed, 
where no case of poliomyelitis has been notified since 
notification began in 1912. It disclosed a high incidence 
among the children and babies of antibodies to all three 
types of poliomyelitis virus. Conversely, 70 per cent of 
children under five in Southend have been found to have 
no antibodies at all. To some extent therefore, the new 
vaccine will be wasted, for it will be given to many children 
who have already been naturally immunised by subclinical 
infection with the virus. But the Ministry of Health cannot 
be expected to hold back the vaccination scheme until 
nationwide investigations into natural immunity have takea 
piace. 


Cross Maltese 


Tt proposed new status for Malta is certainly not 
coming into force uneventfully. Both the opposition 
parties are objecting to the referendum, due to take place 
on February 11th and 12th. Miss Mabel Strickland, leader 
of the Progressive Constitutional party, has unsuccessfully 
tried to prove in the High Court that the governor was 
acting ultra vires in fixing the dates of the referendum. Dr 
Borg Olivier and his Nationalists have declared their inten- 
tion of boycotting the referendum altogether. They com- 
plain that the referendum Bill was rushed through the 
Assembly ; that the poll should not be held before the round 
table proposals are debated in the House of Commons ; and 
that most Maltese will not know what they are voting about. 
The Government has given a reasoned reply to the Nationa- 
list objections ; and some of its Labour supporters have 
given an unreasoned reply to Miss Strickland, punching her 
in the back and breaking up her meeting with eggs and 
stones. 

In the meantime, the Roman Catholic church, which has 
always had the potential to be Mr Mintoff’s most dangerous 
opponent, has put in a gentle oar. The Archbishop of 
Malta and the Vatican have expréssed concern lest integra- 
tion with Britain lead to interference with matters of 
interest to their church, such as marriage and schools, and 
have asked for assurances to be written into the new consti- 
tution. This has provoked a retort from the Anglican 
diocese of Gibraltar (of which Malta forms part). The new 
constitution, it is said, should also protect the rights of 
Anglicans, especially the right, at present denied them, to 
have a marriage to a Roman Catholic in the Anglican Cathe- 
dral recognised as valid. 

Most of these protests and objections were to be expected 
as the date for the referendum drew near. But the Nationa- 
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lists’ boycott was not. Dr Borg Olivier’s tactics certainly do 
not suggest that he thinks Mr Mintoff is going to lose. 


Arms and the Germans 


ERMANY now has three armies, one of them—in the 
west—an embryo force, and the other two, more fully 
fledged, in the east. On January 18th the Soviet German 
army, which has existed for years past under the name of 
“ barrack police,” was officially transformed into a “ People’s 
Army,” and the Council of the Warsaw Pact will meet soon 
in Prague to welcome it. The East German factory militia, 
or “ Fighting Groups,” were brought into the limelight, too, 
with a parade before President Pieck and a galaxy of com- 
munist stars, headed by Marshal Voroshilov and Mao Tse- 
tung’s other self, Marshal Chu Teh. They were there to 
honour Herr Pieck on his eightieth birthday and the old 
Comintern leader took the occasion to praise international 
revolutionary organisations in terms which suggested that 
they are by no means a thing of the past. Herr Stoph, a 
rising star, has appeared as Minister of Defence in the first 
full general’s uniform of the German Democratic Republic. 
The People’s Army already has seven divisions and about 
110,000 men, and the total number of men and women in 
military units in East Germany is nearly a quarter of a 
million. But the effect of the latest proclamations and 
spectacles should not be under-estimated. Some East 
Germans will be impressed by the evidence that they 
belong to a mighty block bristling with arms from the 
Elbe to the China Sea and they may be swayed by national- 
communist propaganda. They are told that the People’s 
Army is to unite the traditions of the great Prussians of 
the Napoleonic wars and of the revolutionaries of 1918. 
Karl Liebknecht, Rosa Luxembourg: and Field Marshal 
Bliicher (because, with the Russians, he won the battle 
of Leipzig) are offered as its spiritual ancestors, and 
Gneisenau as the model patriot who formed a partisan 
force to oust a foreign occupation power. Pressure, as 
well as propaganda, will be intensified. Herr Ulbricht 
has started a’ new drive to press schoolchildren to 
partake in the communist initiation ceremony and to join 
the para-military training organisation. “ There is too much 
unsystematic ring-a-ring-a-roses playing in the schools,” he 
has said. 

Must the devil have all the parades? President Pieck and 
Herr Grotewohl need them in part, no doubt, to: overawe 
their own subjects. The Federal Republic has no such 
needs. It, and its western allies, have a well-founded distaste 
for German martial pomp. The first 1,500 men of the new 
west German army were reviewed by Dr Adenauer last 
week at Andernach. The unimaginative little ceremony 
offered a contrast with the proceedings in east Berlin which 
has at least the merit of reminding the West that Germany, 
a military asset on paper, is still in concrete military terms a 
liability. It brings home, too, that the Nato powers, accus- 
tomed to regard German armed forces as an evil, are calling 
them into existence with, as it were, averted gaze. This 
cannot last long. If it is to be strong the German army is 
not likely to remain unobtrusive. The western allies, who 
are asking of the Federal Republic a new army and a break 
with the Prussian spirit, need to consider what is to be put 
in the place of the tradition which is to be dropped. 
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Khrushchev He Say 


OUBTLESS with an eye to his coming visit to Britain, 

Mr Nikita Khrushchev has been trying to modify 
the unhappy impression left by his statements during his 
Asian tour. Soviet journalists and officials who did not 
accompany him round India and Burma have sought to 
convince western journalists who did that they must have 
misheard his words. This is rather hard on the Soviet 
interpreters who translated his remarks, and on the Asian 
journalists who took them down on the spot, alongside their 
western colleagues. “ All the muck they write about us is 
slander,” said Mr Khrushchev crisply to one Indian 
audience ; and before it is protested that he could never 
have used such insulting language, it should be explained 
that this sentence is quoted from the “full” (in fact, 
bowdlerised) version of his utterances issued by the Soviet 
embassy in London. 

A glance at. that official record yields more memorable 
Nikitiana than can be reproduced here. “We do not 
refuse visas to those who wish to visit our country” 
(Bombay, November 24th) must ring oddly in the ears of 
those Britons who have vainly sought to enter Russia, in 
some cases for years. “ We tell the gentlemen who wonder 
whether the Soviet Union will change its political pro- 
gramme to wait for the pigs to fly” (ibid) is a valuable 
contribution to the debate about the “new look” in 
Russian policy and the “ end of Stalinism.” “ The policy of 
trade discrimination [western controls on strategic exports] © 
has not injured us; on the contrary, it has helped us” 
(ibid) is a remark that makes one wonder why the Russians 
clamour so tirelessly to have no more of this “ help.” And 
for pure doubletalk, it is hard to beat “Let us compete 
without war. This is better than saying ‘let us compete 
in who will manufacture more arms.’ That is competition 
for the annihilation of people,” a passage in his speech at 
Bangalore on November 26th which was at once followed 
by “An announcement has been published today that an 
atomic explosion had been set off in the Soviet Union. I 
shall not say that there hasn’t been such an explosion. . . . 
Our scientists have produced an explosion equal to that of 
several million tons of conventional explosives.” 


* 


In an interview with Mr Harold Wilson, Mr Khrushchev 
himself has made an effort to climb, if not down, at least 
sideways, in regard to his repeated charges that the West 
had “hurled against the USSR the forces of Hitler Ger- 
many.” Unfortunately, the official record of his Asian tour 
does not support this crablike move. In the same inter- 
view the Communist party boss made the unintentionally 
revealing remark (4 propos of colonialism) “I cannot 
understand why anyone should enter a country except to 
‘pump out’.” Latvians, Kazakhs and North Koreans will 
not, one imagines, be allowed to learn of this Freudian 
slip of the tongue. 

This week, however, special interest attaches to the 
countless protestations that, after leaving Port Arthur and 
Porkkala, Russia has “no bases on foreign soil.” For the 
Soviet pilot of the Mig fighter that crashed in Austria last 


Saturday is a living witness to the existence of Russian air 
bases in Hungary. 
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At the end of 1955 our Deposits 
amounted to £1,191 millions. Here 
are four of the chief ways in which 
we have employed these vast sums 
entrusted to our care :— 


Advanced to Trade, Industry, 
Agriculture and other borrowers : 
£308 millions 


Invested in British Government 
Securities, including Treasury Bills: 


£568 millions 


Loaned at Call or short notice to the 


Money Market : £69 millions 
Held as Cash : £98 millions 


Se, 


LLOYDS BANK 


LIMITED 


71 LOMBARD STREET, LONDON E.C.3 





Fly to New York and across the USA 


WITH TWA's NEW 
SUPER- 


CONSTELLATIONS 


Quietest, most luxurious 
long-range airliners 
in the world 


THERE’S ROOM 

to relax and much to admire 
aboard the new Super-G. 
You'll meet interesting people 
in the beautifully spacious 
first-class lounge. And in 
America, you link with TWA’s 
services to 62 major U.S. cities. 


SNUGGLE DEEP 

in the bliss of your full-length 
berth, or choose a De Luxe 
sleeper-seat, or thrifty Sky 
Tourist stretch-out reclining 
seat. Everything is designed for 
comfort aboard TWA Super-G’s. 





























TIME FOR FOOD 

and it’s a Super-G spread. 
Delicious food superbly served— 
here’s a banquet on top of the 
world. TWA is famous for its 
service, and Super-G hospitality 
is in tradition. 


AS YOU FLY 

steadily on, radar in the nose 
plots the smoothest weather 
a hundred miles ahead. 
Wing-tip tanks mean greater 
range—less travel time. 

For all the speed and 
comfort, too, fly Super-G. 


Make your next flight by TWA Super-G—-make it soon, and 
save money! TWA’s Discount Fare Plan operates until 
March 31st. Ask about this and TWA’s Time Pay Plan 
(you fly now, pay later) from your travel agent or call 
TWA, 200 Piccadilly, London, W.1. Tel : TRAfalgar 1234. 


Manchester Tel: BLAckfriars 4649. 








Tal a aS serv ia 
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A doubled standard of living 


needs a doubled supply of sulphuric acid 


A doubled rate of industrial productivity, which alone can make the Chancellor’s 


prophecy come true, will require a doubled supply of sulphuric acid for British industry. 


To this end, new plants such as Marchon’s Solway Plant at Whitehaven, are rapidly approaching 


full production. The Solway plant is already producing sulphuric acid from locally mined 


anhydrite. A process having the added advantage of co-producing standard Portland cement 


to meet the pressing needs of the housing and capital development programmes. 


Marchon Progress Again 


~=-= INDEX OF PRODUCTION 
MANUFACTURING INDUSTRIES 


——— CONSUMPTION OF SULPHURIC ACID 





There is a direct relation between the nation’s 
rate of industrial productivity and us consumption 
of sulphuric acid, in the graph showing. 


The broken line represents British 


industrial productivity over the period archo 


1946/1955. The full line shows 
i ; Products Limited 
the total sulphuric acid consumption 

Head Office: Whitehaven. Telephone: Whitehaven 
for the same period. Both figures 650 (8 lines). Telegrams: Marchonpro, Whitehavem. 

London Office: 140 Park Lane, W.1. 

are related to 1948 as 100. Telephone: Mayfair 7385 (3 lines). Telegrames 
Marchonpro, Audley, London. 


AGENTS AND OFFICES IN PRINCIPAL CITIES OF THE WORLD 
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Letters to the Editor 





What Makes a Manager ? 


Sir—The supplement in your issue of 
December 17th states “the majority of 
British top managers are not convinced 
... that managers can be made or that 
management is a science.” It would be 
interesting to learn what they do think 
on these subjects. Do they imagine that 
potential managers are found under 
gooseberry bushes ? Are they arguing 
that there is no organised body of know- 
ledge about management, a subject to 
which 175 major American universities 
have devoted faculties? If so, is not 
British industry repeating the same 
stubborn refusal to regard managing a 
business as a serious profession worthy 
of study which, in the case of the British 
Army, was the basic cause of the horrify- 
ing tragedy of errors recently analysed 
in Miss Woodham Smith’s “The 
Reason Why ” ? 

Is it reasonable in these circumstances 
to suggest that a scheme of education in 
management subjects should produce 
results which “ show that managers can 
be made” or that the report of the 
Committee on Education for Manage- 
ment “is now widely regarded as a 
complete failure ” because it has not ? 

As you said, it is far too early to expect 
any results from this particular scheme. 
No one imagines that any form of 
education for management can be a 
substitute for practical experience. The 
part of theoretical instruction is to 
accelerate and to widen the effects of 
practical training. It represents perhaps 
15 per cent of the total process of 
making a manager. The practical train- 
ing is in the hands of employers who, 
as your article suggests, still believe that 
managers are born, i.e. that they have no 
responsibility in the matter. ‘Since it 
takes on the average 15 years to make a 
manager, first results, even where 
employers have played their part, could 
not be anticipated before 1962 and these 
must be few in number. 

This would be true even had the 
‘recommendations of the Committee been 
carried out. They have not. One of 
the points which they emphasised most 
strongly, and which your article 
reiterates, was that “immediate steps 
should be taken to secure an increase in 
the supply of trained teachers in 
management.” Little or nothing has 
been done. Is it surprising that there is 
dissatisfaction among “ men with univer- 
sity degrees” who “cannot stomach” 
night courses at technical colleges with 
a standard of teaching and content lower 
than that to which they have been 
accustomed ? Wise and flexible 
administration would have indicated to 
such men alternative methods of 
acquiring the knowledge about manage- 
ment outlined in the report. 


Your article suggests that it “ would 
obviously have been far better . . . to 
have concentrated upon a few technical 
colleges and given them adequate 
resources to try out the scheme and to 
experiment with it.” This provision of 
facilities for research and development 
at a higher level than could be expected 
of the smaller technical colleges was also 
recommended by the Committee . . 
“the Regional Advisory Councils for 
Further Education .. . should be asked 
as one of their first tasks . . . to deal 
with the problem” of establishing 
“post-graduate study of industrial 
administration at a variety of educational 
institutions.” 

The professional supervision of the 
scheme was entrusted to the newly 
formed British Institute of Management. 
In its first six years it had as many 
Directors of Education. Its Council was 
divided between members who did not 
believe that any theoretical instruction 
in management was desirable, members 
who were widely at variance as to what 
should be taught, how much and when, 
and those who had not thought about 
the subject. 

In fairness to the members of the 
Committee of which I had the honour 
to be Chairman, and to any others 
entrusted with a similar task, a 
distinction should be drawn between: 
constructive criticism based on efforts 
to improve education in management 
subjects, which is always welcome and 
helpful ; and destructive criticism based 
on a refusal to admit that business 
management is “an intelligent occupa- 
tion” or that there is any knowledge 
about it which can usefully be learned. 
The second frequently masquerades as 
the first. Your supplement was most 
valuable in ventilating the subject. In 
trying to give an impartial survey of 
opinion it did not always distinguish 
clearly between these two types of 
criticism.—Yours faithfully, 

London, W.1 LYNDALL F. URWICK 


Cod on the Way? 


Sir—The President of the British 
Trawlers’ Federation tells us that “it 
has been impossible for many years to 
sell all the very large quantities of cod 
brought back by British trawlers. Last 
year 6 per cent of the fish landed, most 
of which was cod, was unsold and was 
used for fish meal.” 

Does not Mr Croft Baker mean that it 
has been impossible to sell at the mini- 
mum prices fixed by the industry ? Per- 
haps, if the market really had been free, 
the price of fish might have fallen and 
more would have been sold. 

If, of course, as has been rumoured, 
the fish meal factories are controlled by 
the companies that own the trawlers, 
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then there could clearly be a strong in- 
ducement not to sell the raw material 
for fertiliser as a cheap food for the con- 
sumer.—Yours faithfully, 

OLIVER SMEDLEY 
Chairman, 
The Cheap Food League, E.C.2 


Miscarriage of Justice 


Sir—In your Notes of the Week in your 
issue of January 21st you assert that if 
the policeman had died in 1954 three 
innocent men would have been executed. 
Does this necessarily follow? If it be 
true, as you also say, that the case against 
the three accused rested mainly on the 
injured policeman’s ‘ identification, that 
could not have been given had he died 
before the time. In the circumstances it 
seems at least possible that the Crown’s 
case against the accused without that 
evidence would have been too weak to 
even leave with the jury.—Yours faith- 
fully, BARCLAY NIHILL 

(ex-President, East African 


Court of Appeal) 
London, S.W.1 


Without Conscription 


S1R—Your article in the issue of January 
7th drew timely attention to the fact that 
an increase of pay alone is not a 
guarantee that regular recruiting will 
maintain a figure high enough to dis- 
pense with conscription. While this is 
very true it is also a fact, as most service- 
men will agree, that after low pay, far 
the most serious hindrance to regular 
recruiting is the very existence of 
National Service. The soldier who 
accepts regular terms finds that regulars 
are in a minority to national servicemen 
whose outlook is based on how long they 
have “to do.” The regular finds that 
there is a constant coming and going of 
men and that the training and adminis- 
tration of the unit is geared to this move- 
ment. He feels, as a result, that no one 
is interested in him, the regular. He 
listens to barrack-room talk of good 
civilian jobs and in turn gets infected 
with the longing to “ get out.” If he is 
a NCO he gets bored with repeating the 
same lessons to batch after batch of 
unenthusiastic recruits. If he is a senior 
NCO or warrant officer he finds himself 
frequently let down by junior national 
service NCOs who are lacking both in 
experience and interest. 

One can sum it up by saying that 
every unit suffers from an atmosphere 
of insecurity and disinterest. All this 
is solely attributable to conscription, 
which has always been foreign to the 
nature of the people of these islands, and 
is utterly incompatible with the spirit of 
the country. If we are to get regular 
forces worthy of their cost to the country 
it is essential that the announcement of 
extra pay should be accompanied by 
plans for the gradual abolition of con- 
scription. No harm will be done if this 
is made to depend on the progress of 
regular recruiting as long as the end of 
it is shown to be assured.—Yours faith- 


fully, A, F. J. G. Jackson 
The Worcestershire Regiment, 
BAOR 24 
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Books & Publications 





Number Ten 


THE OFFICE OF PRIME MINISTER. 
By Byrum E. Carter. 


Faber. 362 pages. 30s. 
p ROFESSOR CARTER, of the 
University of Indiana, became 


aware of the somewhat surprising fact 
that there was in existence no institu- 
tional study of the British premiership, 
and sought to fill the gap. He possesses 
many of the qualifications necessary for 
such a task. He has read a great deal 
of English political biography; he 
knows the constitutional textbooks well ; 
he understands how power is exercised 
in the British system; and he has 
obviously not spared himself either 
time or trouble. 

Yet his book is far from satisfactory. 
First, although Mr Carter has read a 
lot, he does not always seem to have 
read the right things ; and, through an 
almost obliterating profusion of refer- 
ence footnotes, he gives us plenty of 
clues to what sources he has missed, 
as well as to the ones he has used. If 
these clues are reliable he does not seem 
to have seen either Mr R. T. 
McKenzie’s “ British Political Parties ” 
or Sir Harold Nicolson’s “ King George 
V,” the former essential for any analysis 
of the Prime Minister’s position as a 
party leader, the latter for a discussion 
of his power vis-d-vis the sovereign. In 
the same way it is possible to trace Mr 
Carter’s consistent underestimate of the 
importance of Sir Stafford Cripps in the 
counsels of the government of 1945-50 
to his heavy reliance upon a _ book 
entitled “Labour’s Big Three” by Mr 
J. T. Murphy, who did not include 
Cripps in his triumvirate. 

Even where his sources are thoroughly 
adequate, however, it is possible to 
doubt the intimacy of Mr Carter’s 
acquaintance with British politics, as 
regards both the personality of the 
participants and the minutie of nomen- 
clature. “Gladstone, on the other 
hand,” Mr Carter writes, “was as 
successful as Disraeli in gaining his own 
way [in Cabinet], but his technique was 
one of persuasion and conciliation rather 
than domination.” Sir Winston 
Churchill, he suggests, may have lost 
influence in the thirties “ because he 
‘was too glib.” Then there are the 
references to “Viscount Herbert 
Samuel,” to “Lord Maurice Hankey ” 
and to “the Secretary of State for 
Ireland ”—unimportant, no doubt, but 
inevitably noticeable. 

Mr Carter’s method of presenting his 
material is also open to some objection. 
He is addicted to quotation. This is 
not in itself a sin, especially in a work 
of this character, but a quotation ought 


surely to be inserted for some purpose— 
because it puts a point with unusual 
pungency, or because it describes an 
ingident in a participant’s own words, 
or because it expresses accurately a 
point of view which is to be carefully 
controverted. But Mr Carter’s quota- 
tions frequently serve none of these 
purposes, nor indeed any other that is 
easily ascertainable. Thus we are given 
Wilfred Scawen Blunt’s singularly mis- 
informed views (as Mr Carter admits) 
on Grey’s relations with Campbell- 
Bannerman and the rather turgidly 
expressed beliefs of Mr Chia Kao Wang 
about the attitude of Prime Ministers 
to the theory of the electoral mandate. 

Mr Carter’s book is_ essentially 
descriptive. He does not use _ his 
examples to illustrate his thesis, but, 
when discussing a particular issue, gives 
us an account, often not in chronological 
order, of how most of the Prime 
Ministers since Mr Gladstone have 
reacted to a particular type of situation. 
The result is good in that we do not 
have Mr Carter’s conclusions forced 
upon us, but bad in that he gives us 
very little help in drawing any of our 
own. Given Mr Carter’s desire to 
assemble a body of facts, rather than 
to write a series of illustrative essays, it 
would probably have been better had he 
taken us straight through from Rose- 
bery to Lord Attlee (the period with 
which he is principally concerned), 
devoting a section to the development 
of the office under each incumbent. 

We might then have had more dis- 
cussion of the period 1931-35—surely 
fascinating from an institutional point 
of view—when the Prime Minister sat 
alongside the leader of the majority 
party in a peacetime government. The 
roles played by MacDonald and Bald- 
win, respectively, during these years 
could surely be of immense help to us 
in the problem, which Mr Carter poses, 
but does not solve, of deciding how 
much of a Prime Minister’s power 
stems from his office and how much 
from his leadership of a great party. 

Mr Carter’s book, however, has some 
undoubted virtues. Most of his facts 
have obviously been carefully checked. 
He understands fully the plebiscital 
nature of modern British elections. He 
makes full allowance for the absence 
of geographical sectionalism as a force 
in our politics. He never forgets the 
immense power over the House of 
Commons which the weapon of disso- 
lution gives to the Prime Minister. 
And perhaps his occasional solecisms 
are inevitable when one is writing in 
great detail about the politics of another 
country. 
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White House Loser 
THE SECRET DIARY OF HAROLD L. 


ICKES: Volume III, The Lowering 
Clouds, 1939-1941. 
Weidenfeld and Nicolson. 695 pages. 


31s. 6d. 


HE Ickes of Volume III is a less 
pathetic figure than the morose, 
frustrated, devoted, unlucky public 
servant who dictated his way through 
the 1,500 pages of Volumes I and II. 
He is still at odds with his colleagues, 
still thwarted by FDR, still genuinely 
(and self-righteously) dedicated to (his 
concept of) the public weal, still the 
loser at White House poker games. But 
none of this matters to him quite so 
much as in the years before 1939. 
Perhaps his successful second marriage 
has something to do with it; Harold 
Ickes Jr. is an obviously potent psycho- 
therapist. No doubt it is this that draws 
some of the passion out of the old Ickes- 
FDR relationship, that robs it by degrees 
of some of its potency to exhilarate or 
to depress. It is still a major theme of 
the diary ; there are still lovers’ quarrels, 
sulks, frowns and reconciliations, but 
each of these set-tos leaves a legacy of 
disenchantment behind it that adds up 
by the summer of 1940 to a disillusion 
lasting for the rest of the diary. 

There may be momentary kindlings 
of the old flame, but they do not persist. 
The diary becomes more and more 
objective in its assessment of the rela- 
tionship: “the President thought he 
could bring me to the surface on the 
bait that he has been using since 1934.” 
Some of this, of course, is the reluctant 
realism of the deposed favourite ; Harry 
Hopkins is now “sleeping at the foot 
of the President’s bed.” But there is also 
a mounting disagreement over policy— 
Ickes avidly interventionist, FDR 
cautious, even “ appeasing ”—and, what 
is more, a novel distrust of the Chief’s 
competence: “if I could have looked 
this far ahead and seen an inactive and 
uninspiring President, I would not have 
supported Roosevelt for a third term.” 

A good deal of the book is devoted to 
the ugly third term manceuvres, the 
squalor of the Chicago Convention and 
the dishonesties of the ensuing cam- 
paign. Ickes is himself disgusted at 
what he records, although he was 
perhaps the principal “ hatchet-man ” of 
the campaign. It is striking now to be 
reminded by this high-minded liberal of* 
how he and others endorsed FDR’s 
strategy of guilt by association, by pin- 
ning the fascist label on Willkie, and 
tracking down his family tombstone to 
determine the original German spelling 
of his name. Yet something must be 
allowed for the hysterical atmosphere 
of the period—how hysterical can be 
seen from the vignette of Ickes and 
Wallace still fretting, after victory, over 
the risk of “an attempted coup d’état” 
by the defeated forces of the American 
rich. Against such moments of political 
baseness and panic can fairly be set the 
picture, which dominates most of 


Volume III, of an Ickes consistently and 
fearlessly crusading for the Allied cause 
in an America still largely isolationist 
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and a cabinet often  faint-hearted. 
Nominally he may only have been 
Secretary of the Interior, but no one, 
not even FDR, more clearly understood 
that the American heart-land had to be 
defended along the English Channel. 


In the Market 


MAKING MONEY ON THE STOCK 
EXCHANGE. 

By Charles Gifford and J. A. Stevens. 
MacGibbon and Kee. 255 pages. 15s. 


BY-PRODUCT of the Stock 

Exchange boom that reached its 
peak last midsummer has been the publi- 
cation of two good books on the theory of 
investment—A. G. Ellinger’s “The Art 
of Investment,” which was reviewed on 
October 1, 1955, and this new volume by 
Mr Gifford and Mr Stevens. The 
investor is the richer now for a fund 
of useful, readable guidance ; more than 
formerly the punter who listens to other 
people’s tips has only himself to blame 
for his losses. 

The two books are poles apart. Mr 
Ellinger is a moderate chartist. He 
believes in the cyclical pattern of the 
market, and therefore that the picture 
of a share’s past and present behaviour 
contains many of the clues to its future ; 
but he admits, as a true Dow theorist 
would not, the need for some knowledge 
that the charts do not show. Mr Gifford 
and Mr Stevens prefer the opposite 
approach. They use an occasional chart, 
though only to compare the trend of 
earnings of one company with another— 
not to analyse the behaviour of the 
market. Their work is based mainly on 
the study of balance sheets, of earnings, 
of capital gearing, priority percentages, 
and of the rate of capital expenditure. 

Each of the two methods of approach 
contains enough of the truth to empha- 
sise the weakness of the other. Mr 
Ellinger’s book is concerned mainly with 
the problem of when to invest; the 
problem of how to choose the right 
investment is almost overshadowed by 
that of timing. Mr Gifford and Mr 
Stevens, on the other hand, are con- 
cerned almost wholly with the problem 
of how to invest: how to pick the right 
share by careful balance sheet and profit 
and loss acco'int analysis over a period 
of years. Only in the final chapter do 
the authors admit that there are occa- 
sions when it is sound policy to be partly 
disinterested. They lead the beginner 
circumspectly to market; they do not 
lead him out again. 

If that is a weakness in the book, it is 
almost the only basic one. It springs, 
doubtless, from the authors’ antecedents. 
Mr Gifford (who now sits on the Mono- 
polies Commission) is by training an 
investment trust man, used to feeding 
from the market—not to playing it. The 
authors’ real attitude appears in their 
parting advice to speculators—to give 
some money to an expert and let him 
have a free hand. It comes out, too, in 
a rather odd definition of speculation: 
“Whenever you pay more for a share 
than it is really worth you are specu- 
lating.” Surely no one deliberately 
pays more for a share than he thinks it 


is worth, and the true test of whether 
a transaction is speculative is in the mind 
of the buyer. If he intended to hold for 
a fleeting moment—to the extent possibly 
of using borrowed money for his pur- 
chase—he is a speculator even though 
the luckless speculator often finds him- 
self a long-term investor. 

“Making money on the Stock 
Exchange” can be criticised. The 
format—a Watson who asks questions 
in italics and a Holmes who answers in 
Roman type—makes the book simple, 
but with a complex subject and a full- 
length book, the method is not quite 
orderly enough to be used for quick 
cross-reference. Moreover, there is one 
real howler. The pundit blandly assures 
the stooge that within the sterling area 
there is no transfer problem. Let him 
ask any luckless dabbler in Pakistan tea 
shares. Yet the book is a most useful 
contribution to educating the investor. 
The work that has been put into show- 
ing how to test a company’s accounts and 
relate them to dividend yields and earn- 
ings should be invaluable to the 
beginners in investment for whom it is 


written. When the book reaches its ~- 


second edition, perhaps there is room for 
a little specific guidance on how to read 
a prospectus. 


More Mouths 


WORLD POPULATION AND 
RESOURCES: A Report by PEP. 
Distributed by Allen and Unwin. 376 
pages. 30s. 


HIS is perhaps the best balanced 

* summary yet published of a com- 
plex of problems which is so unwieldy 
that most ordinary men who try to grasp 
it—and most ordinary governments— 
simply give up, uneasy but baffled. The 
first special virtue of this book is that 
it is a fairly short one ; the second, its 
recognition that there is not one world 
population and resources problem but a 
series of quite different national prob- 
lems. That this survey by a group of 
experts associated in Political and 
Economic Planning is cautious, sensible, 
and modestly constructive can hardly be 
counted as special virtues: ome expects 
them of PEP. 

It outlines the interrelated problems 
broadly but clearly. Modern methods 
of “death control” are rapidly being 
extended to those two-thirds of the 
world’s people who are still in early 
stages of the population cycle, with high 
birth rates and increasing numbers of 
people of childbearing age, without any 
comparable extension of knowledge of 
birth control. Can the extra demand for 
food, energy and mineral resources that 
seems likely to accompany a rapid im- 
provement of the standard of living in 
the advanced countries, plus even 
marginal improvements in the subsis- 
tence levels of the much larger numbers 
in backward countries, be met ? 

In this broadest sense, the PEP group 
found itself optimistic that technology 
might take care of the growing require- 
ments of minerals and, now that nuclear 
power is being hastened on to the scene, 
of energy. After considering “the 
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various helpful and hindering factors ” 
liable to affect the growth of food pro- 
duction, it is not optimistic, though not 
hopeless, on this count: “ If the under- 
developed countries continue to increase 
their populations by from 1—2 per cent 
a year or even more, then the problem 
of improving standards of living seems 
likely in many cases to be beyond 
human power.” 


Accordingly, its first recommendation 
is for greater research into human 
fertility and ways of regulating it—aimed 
primarily at finding a simple, acceptable 
and cheap method of birth control that 
illiterate people can use in backward 
countries. Along with further research 
into the social and economic factors 
affecting reduction of birth rates, and 
into the difficulties of particularly over- 
crowded areas such as islands, this PEP 
group proposes the inclusion of birth 
control advisers in medical teams work- 
ing in the backward countries, closer 
attention by governments to population 
and resources in their countries, and a 
review by the United Nations of the 
effects of accelerating population in- 
creases on its technical assistance and 
other programmes. 


Both research and action, it suggests, 
need to be supplemented by wider dis- 
cussion of the moral problems inherent 
in the current high rates of exploitation 
of non-renewable or easily spoilt 
resources ; and perhaps of the direct 
social consequences of population 
growth. As it says, “ Intake of calories 
and fuel consumption a head can be 
measured, but the quality of human life 
is not measurable....A moderate 
number of human beings can be treated 
as individuals ; an immense number can 
only be treated as crowds.” 


Books Received 


New STATES AND INTERNATIONAL ORGANI- 
ZATIONS: A report prepared on behalf of 
The International Political Science Associa- 
tion. 


By Benjamin Akzin Unesco. Her Majesty’s 
Stationery Office. 200 pages. 13s. 

On ECONOMIC CURVES. 

By Pierre Samuel du Pont de Nemours. 
Reprints of Economic Tracts. fohns Hop- 
kins University Press. London: Cumber- 
lege. 23 pages. 12s. 

This is now reproduced in English trans- 
lation with the original diagram and an 
introduction by Henry W. Speigel. 

YEAR BOOK AND GUIDE TO SOUTHERN 
AFRICA: 1956 edition. 

Edited by A. Gordon-Brown for the Union- 
Castle Mail Steamship Company Ltd. 


Hale. 928 pages and 48 pages of maps. 


9s. 6d. 

YeEaR BOOK AND GUIDE TO EAST AFRICA: 
1956 edition. 

Edited by A. Gordon-Brown for the Union- 
Castle Mail Steamship Company Ltd. 
Hale. 442 pages ‘and 16 pages of maps. 
7s. 6d. 


PEACEFUL Uses OF ATOMIC ENERGY: . 


Volume III, Power Reactors. 

Proceedings of the International Confer- 
ence in Geneva, August, 1955. United 
Nations, New York. Her Majesty's 
Stationery Office. 389 pages. 54s. 
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EUROPE GOES TO MAIN STREET, U.S.A. 


Travelers tell us that there’s a different look about Main 
Street’s shop windows, contributed by Italian foods, German 
cutlery, British woolens, French perfumes, and Swiss choco- 
late. Even in the realm of motor cars, heretofore the exclu- 
sive preserve of Detroit, Main Street has got used to the 
smaller European models. 

But there’s more to selling the U.S. market than meets the 
eye, and banks abroad with customers interested in the United 
States will want to give them the benefit of experienced 


Member Federal 
Deposit Insurance 
Corporation 


counsel and a comprehensive command of key facts. 
Banks abroad desiring to win a favorable position for their 
customers in U.S. markets are invited to use the facilities of 
Manufacturers Trust. Through our complete branch cover- 
age in New York City and our thousands of correspondent 
banks throughout the United States, we are exceptionally 
well equipped to obtain data on local market conditions 


in the United States and to handle all types of banking 
transactions. 


MANUFACTURERS TRUST COMPANY 


Representative Offices: London, Tokyo, Rome, Frankfurt a.M. 


International Banking Department: 55 Broad Street, New York 
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AMERICAN suRVeY is prepared partly im 
the United States, partly in London, 
Those items which are written in the 


United States carry an indication to 
that effect; all others are the work of 
the editorial staff in London. 





Economic Concerns 


Washington, D.C. 


RESIDENT EISENHOWER’S third Economic Report 
to Congress was made amid a flurry of somewhat 
paradoxical concern about the American economy. There 
are three reasons—entirely different and even contradictory 
—for this concern and the report noticed all of them, 
though with varying emphasis. A number of thoughtful 
Americans have become worried about the causes, some of 
the concomitants, and the implications of their amazing 
well-being. While the Economic Report expresses satisfac- 
tion at the well-being and devotes much of its attention to 
the anatomy of prosperity, it concedes the existence of all 
three sources of discomfort. 

The first is connected simply with the immediate 
economic outlook. About six weeks ago there was a sudden 
switch in the reports of the forecasters: almost universal 
optimism changed to doubt about 1956. It has seldom 
been serious doubt, but the prophets are now nearly 
unanimous in agreeing that the year will see at some point 
a slackening in economic activity. So far there are only 
three concrete signs: a decline in automobile production 
has not only been generally forecast but has actually begun 
and the companies have laid off some 25,000 workers ; the 
number of new houses started has dipped below the magic 
annual rate of 1,200,000 ; and the stock market is in the 
midst of a genuine setback. 

There are reasons for feeling that all of these signs are 
either temporary or unimportant, and many people are 
talking of them as simply a typical expression of “ January 
blues.” Certainly the Economic Report, while not dis- 
missing them, comes down rather firmly on the side of 
optimism. The President—or more precisely his chief 
Economic Adviser, Dr Arthur Burns—concludes that such 
declines as have occurred “are being amply offset 
elsewhere” and that “the underlying trend still appears 
to be upward.” The report analyses the present situation in 
some detail, and finds that the factors of strength outweigh 
those of weakness. The former make an impressive array 
indeed, ranging from business plans to invest in new plant 
and equipment to the relatively comfortable position of 
inventories, from corporate liquidity to the recent loosening 
of supplies of mortgage money, from the backlog of orders 
for durable goods to the slackening of speculative credit in 
the stock market. While the report concedes readily that 
the pace of expansion is bound to ease, it foresees no early 
need for measures to combat a contraction. 

Yet in their hearts many Americans are still not convinced 
that an economy which depends so much upon purely dis- 


cretionary spending and upon the feverish cultivation of 
new wants through advertising can always produce sufficient 
demand. The current issue of Harper’s magazine, for 
example, carries a sceptical article which insists that 

this boom more and more depends upon a single psycho- 

logical proposition: Americans, unlike most other people, 

like changes in the products they buy, the homes they 
live in, the clothes they wear, even the location of their 
jobs. 

This thought does not disturb the authors of the 
Economic Report, who even argue that “the mainspring 
of our economy ” consists in the “ qualities ” of desire for 
change and improvement. The President, or Dr Burns, 
analyses the characteristics of Americans and concludes: 
“ given free institutions and a favourable physical environ- 
ment, an expanding economy is the natural fruit of the 
enterprise of such a people.” 

The second source of concern is the annoying existence 
of pockets of misery amid the plenty. There are the farmers 
(or at least some farmers); the people who have to dwell in 
slums even though some of them could afford to live better ; 
the older people, more than half of whom have incomes of 
$1,000 a year or less; the families which are in truly 
desperate straits because of the serious illness of only one 
member ; the people who have worked for years in a com- 
munity and find its chief industry declining or departing ; 
and the rural families in places like the Kentucky mountains 
who still lead a virtually, primitive existence. There is no 
effort in the Economic Report to hide these dark spots. The 
President comments unequivocally : 

the past year has brought additional and widespread 

advances in general well-being. Nevertheless, too many 

families and individuals still have to get along on incomes 
that are inadequate by American standards. 


The report makes over fifty recommendations, many of 
them designed to cope with these problems. Yet while the 
recommendations are obviously genuine—and far from 
being conventionally conservative—they are scarcely breath- 
taking in their scope. The President, like a good modern 
conservative, concludes that the best contribution that the 
government can make is general, not specific: 

by pursuing policies that foster a high level of employment, 
extensive investment in new and more efficient tools of 
production, the improvement of general education, and the 
extension of research and development, the government 
makes the largest contribution of which it is capable to 
the lifting of low incomes, 


Whether in a time of national prosperity enough reforming 
zeal will be generated to bring a major attack from 


Pei haste PT, 


pi ERE EY 0 We ieee Sets la AS A I 


hoes 














294 


Washington on these local difficulties is doubtful ; yet the 
extreme liberals are not quite alone in feeling distressed 
about them. 

The final source of concern is inchoate and diffuse, and 
a complete contrast to the first. It has sociological rather 
than economical roots. Some Americans, assuming a more 
or less continuous prosperity, are wondering what kind of 
people it will produce. The world has never seen a nation 
in which the great mass of the people have the abundance 
they have in this one, say the wonderers, and what kind of 
a nation will it be ? There is a sort of Calvinist dismay 
about the material prosperity combined with concern about 
the effect of the current technological revolution on 
economic man as such. This is of course a vast subject, 
about which there are as many ideas as there are commen- 
tators, but even the President in his report is at pains to 
note that material possessions are not everything: “the 
underlying goal of Americans is better living in all of its 
aspects, not merely indefinite increase in per capita income 
and possessions.” 


* 


Despite the doubts and wonderings the economy, as an 
economy, remains wonderfully ebullient, and the President 
does not hesitate to express his satisfaction at this state of 
affairs. He finds particularly pleasing the fact that present 
American prosperity, and even the recovery from the mild 
contraction of two years ago, are and were based entirely 
on an expansion of private activity and not on government 
expenditure. He notes that monetary policy was applied 
to curb the boom resulting in “ some restraint of private and 
public expenditures, which was salutary in an environment 
in which excessive demand could well have resulted in 
sharply rising prices.” He hopes and trusts that this 
restraint has succeeded in lessening the dangers of future 
recession, as it has succeeded in keeping prices broadly 
stable. But he asserts firmly that “the continuance of 
prosperity cannot be taken for granted,” and promises that 
the government will be “ alert to changes in economic con- 
ditions and ready to adapt (its) policies promptly to them.” 
The promise is reinforced by this comment, from a 
supposedly conservative government: 

Today we believe as strongly in economic progress 
through free and competitive enterprise as our fathers did, 
and we resent as they did any unnecessary intrusion of 
government into private affairs. But we have also come to 
believe that progress need not proceed as irregularly as in 
the past, and that the federal government has the capacity 


to moderate economic fluctuations without becoming a 
dominant factor in our economy. 


Candour from the White House 


Wha great courage and honesty President Eisen- 
hower has admitted that his health is an important 


and legitimate issue in election-year politics. He has gone 
further and has urged Congress to review those aspects of 
the Constitution that deal with the illness or incapacita- 
tion of a President. In his first full-dress press conference 
since August 4th, Mr Eisenhower said that it “ would be 
idle to pretend ” that his health could be restored to “ the 
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excellent state in which the doctors believed it to be in 
mid-September.” While telling his listeners not to imply 
that he had definitely made up his mind about whether 
or not to stand for a second term, the President said that 
his future life “must be carefully regulated to avoid 
excessive fatigue.” These cautious words were at once 
seized upon by commentators, prophets and politicians 
who read into them both an assurance that Mr Eisenhower 
would seek re-election and a sure hint that he would not. 

But the President was clearly concerned with aspects of 
the matter far beyond his personal political future. The 
Constituticn provides that, in the event of the President’s 
“ inability,” his duties shall devolve on the Vice President. 
It fails to clarify when and by whom this “ inability” is 
to be determined. Mr Eisenhower said that this problem 
was “foremost ” in his mind and pointed out that a Presi- 
dent might well not be able to pass on the question of 
his own disability. An example was the tragic close of 
Woodrow Wilson’s second term. 

A congressional committee has been holding hearings 
on a number of ‘suggestions to lighten the presidential 
load. These suggestions, initially prompted by Mr Eisen- 
hower’s heart attack, have ranged from the expansion of 
the powers and duties of the Vice President to the appoint- 
ment of a second “ administrative Vice President.” Mr 
Herbert Hoover declared that, “if we're going to keep 
them alive,” Presidents must be given a senior assistant 
empowered to handle some of the countless administrative 
decisions that crowd the White House desk. Mr Truman 
promptly announced his opposition to such a scheme: a 
President was “ the greatest executive in the history of the 
world ” and his functions must in no way be limited. The 
present Administration appears to agree with Mr Truman, 
and Mr Sherman Adams—who appears, in fact, to do 
what Mr Hoover has in mind—indicated that there was 
no need for any new office. No doubt discussions about 
“lightening the load” will continue, but Mr Eisenhower 
has made it clear that the problem of what to do if the 
load cannot be carried at all is more urgent. 


Magazine Ammunition 


N his weekly series in the Saturday Evening Post, 

General Ridgway, until last summer the Army Chief of 
Staff, is furnishing useful ammunition for the Democratic 
guns which have been turned on the Administration’s 
foreign policy by the article on Mr Dulles in another weekiy 
magazine, Life. Meanwhile the international implications 
of that article have been almost smothered by the attempts 
to cover it up and by the purely political debates thrown 
around it. Mr Henry Luce, editor in chief of the publica- 
tion, has apologised for the “ misunderstanding ” caused by 
it and has explained that neither the article itself nor the 
interview by which it was inspired were as official as was 
suggested at first. President Eisenhower has defended Mr 


Dulles as “ the best Secretary of State he has ever known ” 


and as “ devoted to peace.” But the President avoided com- 
mitting himself on whether there had indeed been a decision 
to use atomic weapons in the Far East, as the Life article 
alleged. 

The President was, however, quite willing to hint that 
General Ridgway’s views sprang from his “ narrow fears,” 
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although questioners were referred to the Department of 
Defence for a detailed answer to the charges. General Ridg- 
way, now retired and free to publish the criticisms which 
he had long been expressing semi-privately, insists that the 
Administration’s policy of reducing the size of the army 
and concentrating on air power was fixed by political, 
economic and, above all, budgetary considerations rather 
than by basic military desirability. Furthermore the General 
says that the President misrepresented him, and therefore 
misled Congress, in 1954, by claiming that the Joint Chiefs 
of Staff supported the new policy unanimously. 

The General is being called before congressional com- 
mittees and his evidence, coming just as the latest defence 
appropriations are to be considered, will be welcomed by 
the many responsible Senators and Representatives who 
have long felt that the Republicans were putting a balanced 
Budget before the national security. The weight of the 
General’s arguments on their side will do something to 
counteract the military authority of the President himself 
which until now has always given the Administration the 
final word. Defence policy is the most important of those 
questions on the periphery of foreign affairs to which the 
bipartisan approach has never applied. But the coincidence 
of these two magazine articles has undermined the founda- 
tion of that approach and to re-establish it will require all 
the influence and prestige of both President Eisenhower and 
Senator George, the Democratic leader—provided the latter 
is still prepared to be bipartisan. 


Pigs in Politics 


HE Senate’s Agriculture Committee is now struggling 

with a Bill to relieve the plight of the farming com- 
munity. But if any agreement at all is reached, it will 
probably be achieved only by including in the Bill both the 
high rigid price supports which the House of Representa- 
tives has already approved and which the Democrats want, 
and the soil bank proposals which the Administration has 
put forward as a constructive approach to the problem of 
surpluses. Both may be modified somewhat: price supports 
at 90 per cent of parity—the level supposed to give the 
farmer a fair return on his sales—may be restricted to the 
best quality of wheat, maize and cotton, while it is being 
suggested that membership of the soil bank should be 
compulsory. This would mean that farmers would be 
required to withdraw a certain proportion of their land 
from cultivation or lose all the benefits of price supports 
for the crops they grew on their remaining acres. The 
Administration merely proposes to encourage them to 
participate by recompensing them generously for their loss 
of income from the crops that they refrain from growing 
under the scheme. 

These compensatory payments, it now appears, would 
be made at planting time instead of harvest time, which 
should mean that the farmers would benefit before they 
go to the polls next November. But congressional repre- 
sentatives from agricultural districts would feel safer if they 
could offer their constituents some more easily grasped 
form of assistance immediately. They are therefore urging 
the President to keep one of the promises in his agricultural 
Message—that the government’s programme for buying 
pork would be stepped up and other efforts made to help 
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livestock farmers. These are admittedly only one section 
of the agricultural community, but they are important in 
many of the states, Iowa, for example, which the Republicans 
fear they may lose if the farm crisis is not alleviated before 
the election. Moreover, at the moment that crisis is most 
acute among livestock farmers, for cattle prices are now 
copying the disastrous decline in hog prices, which has 
recently been the main cause of the continued fall in farm 
prices as a whole. 

The Department of Agriculture believes that the worst 
is almost over and that from now on there will be fewer 
animals coming to market. But in any case the department 
is apparently reluctant to keep the President’s promise for 
him, for the practical reason that its existing scheme for 
buying pork for meals in schools and other institutions has 
not worked well. Not only has it not pushed hog prices 
up, although it may have prevented them falling so fast 
and so far, but the government has not been offered as much 
pork as it wanted at the price it was prepared to pay. 


Principal Deterrent 


LTHOUGH it is expected in Washington that Sir 
Anthony Eden will wish to discuss possible ways of 
controlling tests of atomic and hydrogen bombs, both Presi- 
dent Eisenhower and Mr Dulles have reaffirmed their belief 
that the experiments must continue. As the President put 
it in his Budget message, “ pending a trustworthy agree- 
ment” on international disarmament, nuclear weapons and 
the means to deliver them are “ the principal deterrent to 
armed aggression in the world.” Consequently, the Presi- 
dent has promised Congress that the stock of atomic 
weapons will be increased and that nuclear research, both 
civil and military, will be further expanded in the coming 
fiscal year. Total expenditures for atomic energy in 1956- 
1957 are estimated at $1.9 billion, and a substantial part of 
this sum—some $230 million more than is being spent this 
year—is thought to be earmarked for military purposes. 

High among these are the design and development of 
atomic engines for warships and military aircraft. The air 
force has disclosed that a long-range bomber carrying an 
atomic reactor has been flying over the south-western United 
States. The announcement is necessarily vague but it 
suggests that the reactor is being used for tests of safety 
and design rather than as a source of direct power. In the 
naval programme for the next fiscal year there are pro- 
visions for the construction of a nuclear-powered cruiser 
costing $1.4 billion and for starting on an aircraft-carrier 
with atomic propulsion. While Congress will probably 
approve these schemes, several members feel that the navy 
is going too quickly and have summoned officials to justify 
their estimates. 

But although the development of atomic weapons is going 
full-speed ahead, the deep worry which many eminent 
scientists—and lay opinion all over the world—have 
expressed concerning the effects of radio-active fall-out, 
appear to be influencing the Atomic Energy Commission’s 
plans. A series of tests began last week in the Nevada 


desert, but the AEC emphasised that they were mainly“ 


safety experiments and that there would be no danger of 
radiation over wider areas. Moreover, when announcing 
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that nuclear explosions would take place in the Pacific next 
spring, the AEC hastened to add that they would involve 
smaller devices than the thermo-nuclear monster detonated 
in 1954. The present emphasis seems to be on means of 
defence against nuclear weapons rather than on making 
bombs bigger. 


Onward, Christian Herter 


FROM A CORRESPONDENT IN BOSTON 


NTIL a few months ago, seasoned political observers 

had not included the sixty-year-old Governor of 
Massachusetts, Mr Christian Herter, in the presidential 
picture, nor even in the state’s gubernatorial race in 1956. 
The Governor was suffering from arthritis and he had pub- 
licly stated his belief that his birth in Paris disqualified him 
fer the White House. Overnight, Mr Eisenhower’s illness 
changed the atmosphere. Authorities in constitutional law 
concluded that, since both of Mr Herter’s parents were 
American citizens, he was a “ natural ”-born American after 


all and thus eligible for the Presidency. Moreover, a copy. 


of a letter from a doctor to Governor Herter’s wife assuring 
her that her husband’s arthritis was not progressive and had, 
if anything, improved recently was discreetly released by 
the Governor’s associates. 

At present the interest expressed in Mr Herter’s can- 
didacy is greatest in the New England area. Few voters 
in the rest of the country have heard of him, but there is 
a movement to set up “ Christian A. Herter-for-President- 
in-case-Eisenhower-doesn’t-run-again ” clubs. Moreover, 
the number of articles about the Governor appearing in 
newspapers with impressive circulations could easily trans- 
form him into a national figure. His strength is largely 
centred in the internationalist wing of the Republican party 
and unless this faction adopts his candidacy the Governor’s 
chances for the nomination are not considered great. Mr 
Herter has the advantage of being one of the “ kingmakers ” 
who induced General Eisenhower to agree to carry the 
Republican banner in 1952. His loyalty to Mr Eisenhower’s 
middle-of-the-road domestic programme and progressive 
foreign policy, as well as the President’s personal liking for 
Mr Herter, have been established without question. Never- 
theless, he also remains attractive to more conservative 
Republicans, an asset which other internationalists such as 
Mr Dewey cannot claim. 

Stull more significant, should Mr Herter become a serious 
contender for the nomination, is his record of winning a 
state which has often sided with the Democrats on election 
day. Impartial observers give some substance to the Repub- 
lican claim that Mr Herter is one of the best Governors 
Massachusetts has had. His activities have not been spec- 
tacular, but he has created a favourable impression by 
shrewd appointments, deft handling of legislative issues and 
popular stands on such questions as taxes, highways, 
organised crime and penal reform. During his ten years 
in Congress his speciality was foreign affairs and in 1948 
he was regarded as the best informed man on European 
questions in either house. 

Mr Herter is not telling his plans to his intimates, but 
his availability for the nomination is obvious. On several 
recent occasions he has accepted invitations to speak out- 
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side Massachusetts, and has interested himself in such 
national issues as farm prices. Like Mr Eisenhower, whom 
he admires greatly, Governor Herter is no great orator. He 
makes up for this deficiency by his sincerity and modest 
demeanour. But he most certainly is not the military type, 
as he discovered when the army rejected him because of 
his excess height during the first World War. 


Exclusive Dealings 


HE Federal Trade Commission is accusing three major 
tyre manufacturers and three leading oil companies 
of restricting competition in the sale of “TBA products ” 
—tyres, batteries, and automobile accessories. In return 
for a commission of from § to 10, per cent from the tyre 
companies, the FTC alleges, the oil companies “ influence 
unduly ” the service stations which sell their petrol in order 
to make them stock also the products of the tyre manufac- 
turers concerned. This, the commission feels, “ forecloses ” 
other tyre makers from this section of the service station 
market, impairs the dealers’ free choice of tyres and 
accessories, and in general deprives the public of the benefits 
of competition. The oil companies claim, in their defence, 
that their dealers are merely “ recommended ” ‘to stock cer- 
tain products, and may buy from other makers if they wish. 
Whatever the outcome of this case, a restatement of the 
law on exclusive dealing will be welcomed, not only by the 
oil and rubber industries, but also by the manufacturers of 
automobiles and other products who still rely extensively 
on similar arrangements with their distributors. According 
to the Clayton Act, under which these arrangements are 
usually attacked, exclusive dealing contracts or “ tying ” 
agreements, whether written or not, are illegal if they tend 
“to substantially lessen ” (the infinitive was split by Con- 
gress) Competition or to create a monopoly in any line of 
commerce. Tying agreements, by which the sale of one 
product is made conditional on the buyer’s acceptance of 
another of the seller’s products, serve, in the opinion of the 
Supreme Court, “hardly any purpose beyond the suppres- 
sion of competition,” and may therefore be ruled illegal 
after a relatively narrow inquiry to establish that the seller is 
wielding “‘ monopolistic leverage.” But an exclusive dealing 
contract raises more complex issues for, although it may 
restrict competition, it may also under certain circum- 
stances promote more vigorous competition, by strengthen- 
ing the position of weaker sellers. 

Ever since the government won its case against the 
Standard Oil Company of California in 1949, there has 
been a wide difference of opinion about the basis on which 
exclusive dealing agreements should be judged. On that 
occasion the Supreme Court ruled out as immaterial 
economic evidence introduced by Standard to show the 
effect of its contracts with dealers on competition in the 
West Coast petroleum market. It is on this point that 
the “ new ” Federal Trade Commission, which since March, 
1953, has had a majority of Republican members, has since 
differed from the Court. It has declared that “expert” 


inquiries into the economic effects of exclusive dealing are 
relevant in deciding whether or not the practice is legal. 
The present case may therefore provide a useful forum for 
the demonstration of this new philosophy. 
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To be published shortly. 





UNITED NATIONS 


A distinetive contribution to YEARBOOK OF THE 
the art of gracious living UNITED NATIONS, 1954 


Atomic energy, disarmament, economic develop- 
ment, narcotics, non-self-governing peoples, the con- 
tinental shelf—these are but a few of the matters dealt 
with in the Yearbook. 


This eighth volume in the annual series presents 
accounts of the many political issues of the year before 
the Organization and covers the wide range of economic, 
social, legal, administrative and other subjects con- 
sidered. It also contains a survey of the work of each 
of the specialised agencies. 


As a new feature, documentary citations and texts 
are given in a separate section following each main 
subject discussed. This renders the volume exception- 
ally useful to those in need of a comprehensive review 
of the work of the Organization as well as to those 
who may wish to study any matter in further detail. 
The Yearbook is fully indexed. 640 pages, clothbound. 
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Commandos in Striped Pants 


Washington, D.C. 


WO progress reports released this week throw light on 
the drastic upheaval in the American Foreign Service 
during the last eighteen months. The committee of distin- 
guished citizens headed by Dr Wriston, which was called 
upon in March, 1954, to examine a demoralised and 
depleted Foreign Service and presented a programme for 
reform only three months later, has congratulated the State 
Department on the speed with which its suggestions are 
being carried out. A report from the House of Representa- 
tives, on the other hand, shows the cost of this speed in 
terms of disrupted careers and painful adjustments. 

The aims of the Wriston committee were not unlike those 
of the Eden White Paper of 1943—1to restore the Foreign 
Service to numerical strength, to make provision within it 
for the new skills required in modern diplomacy, and to 
break down to some extent the popular image of diplomats 
as a Clique, separate from the main stream of national life. 
Apart from the fact that the American consular and diplo- 
matic corps were already amalgamated in 1924 and there 
was already a workable method of retirement for those who 
would never qualify for promotion, the solutions also looked 
similar to those in the Eden plan. Both countries decided to 
have a single Foreign Service, entirely distinct from the 
civil service, bringing together office desks at home and 
embassy posts abroad ; both specified broader channels of 
entrance and better specialised training within the service ; 
and both installed a strong administrative branch. 

The essence of Dr Wriston’s plan was not the originality 
of its ideas but the speed of its execution. Noting the long 
line of similar proposals made since the war which were 
accumulating dust on official shelves, his committee adopted 
commando tactics. Ninety days after it began work, while 
the decline of diplomatic morale was still in the public 
eye, the committee published a crisp, caustic and attrac- 
tively printed report. The members virtually kidnapped 
Mr Dulles, shut him in a room without a telephone for 
two hours, told him not to interrupt (on the ingenuous 
plea that they were inexperienced lecturers) and exposed 
him to a concentrated dose of modern rhetoric—visual aids, 
dramatic charts, curt action papers. At the end they 
handed him a series of directives adopting their recom- 
mendations and showed him the dotted line. In nearly 
every case the Secretary of State signed. 

A great virtue of the Wriston scheme was that the bulk 
of it could be achieved without much further legislation. 
The strong administrative branch on which it insisted was 
set up. The impetus has never since been relaxed. The 
most challenging task was the integration of the two distinct 
systems under which American foreign policy had operated. 
Despite a law providing for the rotation of diplomats 
between home and foreign posts, the committee found 
that civil servants without obligation to serve abroad occu- 


pied the desks in the State Department from which instruc- ‘ 


tions flowed to foreign service officers in permanent exile. 

Fifteen hundred posts in the State Department have 
now been reserved for foreign service officers. Their 
present incumbents, almost all civil servants, are under 
heavy pressure to apply for entry into the Foreign Service. 
This procedure, which has been strongly criticised by 
foreign service regulars with the argument that carefully 
nurtured traditions of quality will be ruined overnight, is 
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defended on three grourfds. First, it is the only way of 
filling the gaps in the Foreign Service at all levels simul- 
taneously ; second, some degree of integration (though not 
necessarily at this hectic pace) is needed to satisfy the law 
requiring rotation between home and foreign posts. The 
third reason, quite bluntly and defiantly given in the Wriston 
report, is more open to challenge. The committee rejects 
the old foreign service tradition that all diplomats must be 
“ generalists ” as, archaic today. 

Dr Wriston argues that the Foreign Service has to face 
the threat that, unless other government departments with 
foreign interests, such as the Departments of Commerce 
and of Agriculture, are satisfied with the technical quality 
of the State Department’s negotiations on their behalf, 
they will develop rival foreign services. This need 
for specialists should give scope in embassies to many of 
those at present holding civil service jobs in the State 
Department. At the same time it makes it easier to spread 
the net of recruitment to universities across the country 
which may not have courses in international relations. 

Apart from the speed of integration, what most pleased 
the latest Wriston audit was the new interest in the Foreign 
Service as a career shown in the past year. After recruiting 
parties from the State Department had for the first time 
canvassed universities in every state, ten times the number 
of candidates presented themselves for this year’s shorter 
simplified examinations held locally than came to Washing- 
ton last year. The quality is said to be promising and there 
is a better geographical balance among those who passed 
the written test (there is a stiff oral to come). 

Within the State Department itself the Foreign Service 
Institute has been rescued from its intellectual and financial 
doldrums as the result of the committee’s emphasis on better 
training. Foreign service officers are to be passed through 
it to study languages, in which American diplomats are 
notoriously weak, and for special staff courses at three stages 
in the normal diplomat’s career. Above all, a five-year plan 
has been launched to provide each regional department with 
the specialists it will need. The two-year courses include 
long periods of study in the area itself, especially in the 
Middle and Far East. 

Meanwhile, the newly integrated officers are facing a par- 
ticularly trying period. Men who have made all their family 
arrangements on the assumption of permanent residence in 
Washington have had to decide between service abroad or 
stunted careers. For many the fiercely competitive atmo- 
sphere of the Foreign Service is a disconcerting experience 
after the more settled routine of the civil service. The 
annual promotion reviews have just taken place. Every 
officer is listed in order of merit by boards basing their 
decisions on his personal record. In every category half or 
nearly half of the ex-civil service men have been placed at 
the bottom quarter of the list ; only three of them have 
qualified for promotion. 

The State Department explains that this is not a reflec- 
tion on their quality. It was caused by the difficulty of asses- 
sing the meagre civil service records alongside the Foreign 
Service’s exhaustive file on the “whole man,” which 
includes such items as his “ sense of humour ” and the per- 
sonality of his wife. For many critics of the Wriston scheme 
this explains away too much. The difference in administra- 
tive records, it is said, reflects a real difference in the quality 
and versatility of the human beings who emerge from the 
two systems. The test can only come with time. It will be 
shown in the kind of representatives America can put into 
the field in the years ahead. 


Mea. weds cst 


beens me 


3 Rr UA Dae agai ask 








300 


THE ECONOMIST, JANUARY 28, 1956 





Bombay’s Tragic Riots 


FROM OUR CORRESPONDENT IN INDIA 


ROM the day Potti Sriramulu died of his fast on behalf 
of Andhra it has been clear that the reorganisation of 
India into linguistic States was inevitable. From the day 
his death was followed by sacked stations and stopped trains, 
it has been clear that this reorganisation might be dangerous 
as well as necessary. Therefore the States Reorganisation 
Commission was appointed, so that every issue might be 
dispassionately weighed. Therefore, when the Commission 
reported in November, Mr Nehru reminded the public that 
the recommendations were not final, that those with which 
the public did not agree could be altered, that the decision 
lay in the end with the elected representatives of the people 
and with no one else. At every stage time has been given 
for argument, for compromise, for tempers to cool. 

On the whole, this policy has been successful. Many of 
the Commission’s recommendations have proved generally 
acceptable. Nobody has argued for Rajpramukhs, or the 
retention of Hyderabad, or the perpetuation of such smal! 
states as Bhopal or Coorg. Other recommendations have 
been altered by general agreement. Vidarbha, for example, 
is to become part of Maharashtra, and it is now obvious 
that those who urged its separateness before the Commission 
were thinking only of themselves. Every effort, moreover, 
has been made to assuage the dissatisfaction of the Sikhs. 

Only over Bombay has Delhi compounded the Commis- 
sion’s initial error in a way which has already produced the 
biggest riots in Bombay’s history, and which may, if Delhi 
does not give way, produce still more serious consequences 
in the future. Yet to give way to violence, to encourage 
others to think that by road-blocks and stone throwing one 
can gain whatever one wants, might be almost as dangerous. 
Everybody has his pet scapegoat for this terrible situation, 
but scapegoats are not really the issue. All those who have 
been concerned with the problem have acted in good faith. 
Some have been wrong-headed, some ill-informed, some 
cowardly, but underneath all the errors everybody has been 
trying to do their best for Bombay and for India. 

The initial mistake was that of the States Reorganisation 
Commission. It recommended a bilingual Gujerati-Marathi 
State, but, obviously in order to make sure that the 
Maharashtrians did not have too large a majority, it recom- 
mended that the 8 million Maharashtrians of Vidarbha 
should be made into a separate State ; and, in explaining 
why Bombay could not go to a unilingual Maharashtra, 
although half its population is Maharashtrian and although, 
as Mr Nehru has just reiterated, it is geographically part of 
Maharashtra, it said: “ The likely psychological dissatis- 


faction of the Gujerati and other communities in the event 
cf greater Bombay forming part of Maharashtra may be very 
great, and it will be unwise to hope that the industrial and 
commercial life of the area will be unaffected.” 

The alarm of the Gujerati businessmen was real enough, 
and now, after the riots, it is more real than ever; but 
it was alarm as Gujeratis, not as businessmen. The Con- 
stitution in fact-gives all economic powers to the Centre, 
not to the States. Neither the Commission nor the worried 
businessmen have ever explained just what Maharashtra 
could do that, say, Bengal, does not do. In so far as there 
is a general problem, it ought to have been met by a general 
answer, in safeguards for all linguistic minorities. After 
all, much of the business of Maharashtra outside Bombay 
is also in Gujerati hands. What was fatal was to suggest 
that Maharashtrians alone were in some special way not 
to be trusted, and that the businessman of Bombay deserves 
a protection not given to others. Many of the most Con- 
servative Maharashtrians are now convinced that they have 
lost Bombay because of a capitalist plot (which is, of course, 
not true); and their suspicions are exacerbated by the con- 
stant non-Maharashtrian assertion that it is others who have 
built up Bombay, that the Maharashtrians have contributed 
“only” their labour—as if in Socialist India the labourer 
was still nothing beside his employer. 

The Maharashtrians therefore have been made uncom- 
promising by the feeling that insult has been added to 
injustice. The Kannadigas have been trusted with Banga- 
lore, the Telegus with Hyderabad, the Bengalis with Cal- 
cutta, although the Kannadigas and the Telugus are not an 
absolute majority in their cities, and the Bengalis are at 
least as likely to discriminate against non-Bengalis as the 
Maharashtrians against non-Maharashtrians. The former 
feel that the Commission has placed upon them a unique 
stigma of backwardness and prejudice, and that this has 
been made worse by the Government of India’s decision 
that Bombay should be a centrally administered area with 
no way of expressing its will whatsoever, neither a local 
legislature nor the right to vote itself into Maharashtra at 
some later date. Even the Municipal elections have been 
postponed by a year. 

The Maharashtrians’ bitterness has been further in- 
creased by the Government’s determination to quell their 
discontent rather than assuage it. The announcement of 
the Government’s decision was accompanied by a ban on 
meetings, a large display of police and the precautionary 
arrest of leftist (mostly Communist) leaders. Many 
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Maharashtrian policemen have been replaced by Gujeratis 
and Kannadigas brought in from up country, though the 
Maharashtrian police and civil servants displayed admirable 
loyalty ; and the Maharashtrian public considers there has 
been too much trigger-happiness. Governments must, of 
course, maintain order, and one cannot be certain that a 
more concilliatory approach would have been more suc- 
cessful, so deep is the Maharashtrian sense of injustice. 
But what has been done has certainly left not just the 
Maharashtrians of Bombay city, but those of all Maharash- 
tra, with a burning grievance. There have been general 
strikes and resignations from political office everywhere. 

Even the Congress legislators and ministers have finally 
decided to resign, after days of vacillation which were more 
responsible for the riots than any other single factor ; the 
people felt that no constitutional alternative was left, that 
their leaders had failed to lead them. Maharashtra has indeed 
been unlucky in its leadership, in a way which has made 
many recall bitterly the confused counsels which led to the 
great disaster of Panipat in 1761. The Maharashtrian Con- 
gress leaders have been uncertain and disunited ; most of 
them did not even venture into the streets to appeal for 
peace. They have some excuse. It is difficult for men who 
have been Congressmen all their lives and who were brought 
up by Mahatma Gandhi’s rigid discipline, to go against the 
decision of the Congress high command, especially when 
there are so many to tell them that to do so would be lack 
of patriotism. But the result is that Maharashtra is now 
without leaders, and is wide open to the seduction of the 
Communists or the Communalists. In the present uncertain 
situation, only one thing is certain. If Mr Nehru does not 
act, the 31 million people of Maharashtra will turn away 
from the Congress as finally as once they turned away from 
the British. 


~ 


Trouble in the Bonn Coalition 


HE Federal German government is disturbed from time 
to time by impulses to rebel against the dominating 
way in which Dr Adenauer keeps to his single-track policy 
of collaboration with the West, subordinating to it every 
other aspect of political life. The present set of unresolved 
disputes in Bonn fits this pattern. They concern Dr 
Adenauer’s fight to stop the Free Democratic party from 
tinkering with the Paris treaties, and his own Christian- 
Democratic party’s efforts to keep in power once their some- 
what autocratic leader has retired. That day is not expected 
to come until after the 1957 elections, but the Christian- 
Democrats are proposing a change in the electoral system 
which would safeguard them if it dawned earlier. 

Dr Adenauer’s wrath against Dr Dehler, chairman of the 
FDP, came to the boil in December. The FDP is a member 
of the coalition, lying to the right of the Christian-Demo- 
crats ; it is not homogeneous, but contains a nationalist wing, 
as well as pro-western internationalists with a strong feeling 
for democracy. It has Protestant roots, and its very nature 
makes it oppose Catholic influence. Some of its leading 
men, more impatient than Dr Adenauer and uninhibited 
by responsibility, show an inclination to take risks with the 
Russians for the supreme aim of German reunion. Dr 
Dehler publicly criticised the government for not taking the 
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chance of bilateral talks with Mr Molotov during the Geneva 
conference. He was supported by Herr Middelhauve, the 
right-wing co-chairman of the party in North Rhine-West- 
phalia, who—with an eye on trade—proposed that the gov- 
ernment should open diplomatic relations with Communist 
China. Suggestions came from FDP headquarters that the 
Nato alliance might have to be revised in order to assist 
agreement with Russia on German reunion. 

All such criticisms are anathema to Dr Adenauer. He 
himself stepped on to a slippery slope when he agreed to 
exchange ambassadors with Moscow, and he is intent on 
limiting the risk of damage to the western alliance. In a 
stiff letter to Dr Dehler last month he pointed out that the 
Russians would be encouraged by signs of divisions in the 
Federal Republic. He demanded an assurance of Free 
Democrat support for his foreign policy, together with a 
promise to refrain from “ agitation” against the Govern- 
ment’s policy generally in the election campaign of 1957. 
Otherwise, he indicated, the coalition would be better off 
without the Free Democrats. This was at a time when a 
new electoral law was under discussion in the Parliamentary 
committees ; in other words, an axe was hanging over the 
Free Democrats’ heads. 


Dr Dehler’s Future 


Dr Adenauer’s ultimatum roused an outcry among the 
FDP, except in Berlin and Hesse, where Dr Dehler’s 
leadership is openly disliked. The reply to Dr Adenauer 
did not give him full satisfaction. Nevertheless, Dr Dehler 
has only scraped back by a narrow margin into his post as 
leader of the FDP parliamentary group in the new year. The 
Party remains split, and is not anxious to leave the coali- 
tion. In fact, it demands more representatives in the 
Cabinet, and is joining the Social-Democrats in an attack 
on Dr Adenauer for keeping two ministers, Herr Ober- 
laender and Herr Kraft, in his cabinet after the bulk of 
their party (the BHE, or Refugee Party) has gone into 
opposition. Dr Adenauer’s defence is that he has the 
right to choose his team, and they need not have the 
confidence of their party—an argument which has done 
no good to his reputation as a parliamentarian. 


Over the electoral law, deadlock prevails. The Christian- 
Democratic party stands for the majority system as prac- 
tised in Britain, but is compromising on its ideal in order 
that the Liberals shall not be entirely eliminated. It pro- 
poses a modification of the present system of mixed 
majority elections and proportional representation, which 
would weight the scales in favour of the elections of candi- 
dates by simple majority. The FDP and the Social- 
Democrats are firmly opposing the change, the first on the 


ground that it would be reduced to a splinter party, and 


the second because it might perpetuate government by the 
Christian-Democrats. The Christian-Democrat argument 
is supported by the fact that recent elections have tended 
to show that the German voter favours a two-party system. 
Many people would think this a healthy development, in 
view of the German need for stable government, and the 
part played by the multiplicity of parties in facilitating the 
rise of Hitler. Many more would think so if Germany 
were a mature democracy in which tolerance and com- 
promise were settled habits and the foundations of the 
state were above question. There is a danger in driving 
the FDP into the wilderness to gather discontented ex- 
tremists under its wing. Dr Dehler as a leader has been 
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ambiguous and maladroit, but Dr Adenauer might well 
consider whether if Dr Dehler were forced out the Free 
Democrats would choose a better leader to succeed him, 
or a worse. The best solution might be a compromise 
which rescued the FDP from the threat of extinction, 
while restoring between these two coalition parties a rela- 
tionship which freed Dr Adenauer from the irritation of 
persistent attack by his own allies. 


Danish Apathy About Defence 


FROM OUR SCANDINAVIAN CORRESPONDENT 


N a broadcast to the Danish people after the meeting of 
the Atlantic Council in Paris just before Christmas, 
Denmark’s Prime Minister and Foreign Minister, Hr. H. C. 
Hansen, made no secret of the fact that the Nato annual 
review contained serious criticisms of his country’s defence 
effort. He told his listeners that the Council had recom- 
mended a return to the 18-month call-up, an additional 
sixty days’ refresher training for the armed forces, and 
increased defence expenditure. He had emphatically 
rejected the request for bigger spending but had promised 
that Denmark would concentrate on streamlining its defence 
organisation. 

With the same object a 10-man parliamentary defence 
commission, drawn from all the non-Communist parties in 
the Folketing, was set up last summer with Hr. Rasmus 
Hansen, the Defence Minister, as chairman. It has been 
reviewing Denmark’s defence requirements in the light of 
new technological developments, especially atomic weapons. 
Although in Paris the Prime Minister undertook to hasten 
the work of the commission, its report—which should pro- 
vide the basis for a new Defence Law—can scarcely be ready 
before next autumn. The Commission’s composition 
should, however, be a guarantee that its main recommenda- 
tions will eventually be accepted by both the Government 
and the Folketing. As these may well involve increased 
defence spending, Hr. Hansen’s comments in Paris may not 
have been the last word. 

For the time being, the Atlantic Council’s recommenda- 
tion on the call-up has only a slender chance of being 
adopted. It was during the economic crisis in the autumn 
of 1954 that the Social Democrat minority government 
reduced conscription from 18 to 16 months in order to win 
the support of the neutralist Radicals for their emergency 


DANISH DEFENCE BUDGET 
(Million kroner, including Home Guard) 
| | 
1945-46 | 1946-47 | 1947-48 | 1948-49 | 1949-50 | 








120-5 216-3 316-8 | 523-7 | 365°5 
| 


1950-51 | 1951-52 | 1952-53 | 1953-54 | 1954-55 | 1955-56 
| | 
| 

363-0 | 571-0 | 698-0 | 864-8 | 940-0 997-0 


| | 


measures. Simultaneously, the annual intake of the services 
was reduced by 3,000 men, and expenditure on equipment 
and installations was severely cut. The government is 
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thinking of recalling 8,000 men next autumn for thirty days’ 
refresher training, but even this modest project is tentative. 
The new defence estimates show a marginal increase during 
1956-57, most of which will be absorbed by pay increases. 
Denmark’s defence budget has been running at an annual 
rate of about 3.5 per cent of the gross national product, 
which compares unfavourably with smaller Nato countries 
and with neutral Sweden. Nevertheless, despite cuts, 
absolute expenditure on defence (by Nato definition) has 
risen each year since 1945. 

Denmark remains, however, a weak link in the Nato 
chain. The reason is partly psychological. Danes remember 
their swift defeat by Prussia in 1864, and then by Nazi 
Germany in 1940, and tend to feel that today their country 
is still indefensible. They know that Russian paratroops 
stationed in eastern Germany are only fifteen minutes away 
by air and they underestimate the vital deterrent provided 
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by Nato. The sympathy of thousands of Danes gives the 
neutralist Radicals an influence out of all proportion to their 
numbers. 

Admittedly, the token Danish force stationed south of 
the Kiel Canal could do little more against a Russian 
onslaught than demolish bridges as it retired. (Earlier 
speculation about the battalion’s withdrawal has, however, 
ceased, since shortage of barrack space inside Denmark 
makes this impossible.) Two new factors which radically 
alter Denmark’s strategic position—the availability of 
tactical atomic weapons, and the recruitment of German 
divisions—have made little impact on public opinion. The 
Danes themselves have no atomic weapons, and the German 
divisions exist only on paper. If American forces were 
stationed in the country tactical atomic defence would be 
guaranteed at the outset. But a reconsideration of this 
problem appears remote ; even the Conservative and Liberal 
opposition remains studiously non-committal about it as the 
1957 elections draw closer. Moreover, with memories of 
the Occupation still fresh, Denmark views Germany’ s 
contribution with mixed feelings. The Danish minority in 
Schleswig-Holstein is already unhappy about its liability 
for service in the German Wehrmacht. Nevertheless before 
long the Danes may have to consider placing their forces 
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Do your products 
score with him? 


If you are thinking of the future they certainly 
should do. For he is one of the vital, younger 
generation whose decisions can effect your business 
for years ahead. Vigorous and vital ... . receptive 
to new ideas, he is forming buying habits today 
which may last the rest of his life. 


With its realistic approach to the problems of our 
time, the Daily Mirror has gained the biggest daily 
sale on earth and offers you the most powerful mass 
market coverage in the history of daily newspapers 
at the lowest square inch per thousand rate of all 
national dailies. 


But even more vital to you as an advertiser is the 
fact that the majority of its readers are young 
readers. Your customers today ..... next month 
eee... next year. 
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Merlin and the Mechanical Seal 


This couple are unlikely ever to meet. The Merlin is a particularly 
accurate tubular steel archery bow, while the mechanical seal is 
a device which when fitted on a rotary shaft application of com- 
pressors, pumps or vessels, serves to seal off a differential in gas 
or liquid pressures without leakage. But the two have one im- 
portant feature in common: they are made by companies in two 
of the seven Divisions of Tube Investments. 

These are but. two of the great diversity of TI products—which 
range from pre-fabricated buildings to tubes of one thousandth 
of an inch diameter ; bicycles to rolling mills; mechanical con- 
veyors to aluminium sheet and extrusions; components for 


atomic energy reactors to roller skates. 


The TI Electrical Division, for instance, is among Britain’s largest producers 
of domestic and commercial electric cooking equipment and water heaters. 
It also makes switch and fusegear, flameproof equipment, lighting fittings, 
domestic wiring accessories, and rubber and thermo-plastic insulated 
electric wires, cables and flexibles. 

The TI Electrical Division is one among seven which serve the world: Steel 
Tube Division, Engineering Division, Electrical Division, Aluminium 
Division, Steel Division, Cycle Division, General Division. 


(@) Tube Investments Limited 


hn Adelphi, London, W.C.2. Trafalgar 5633. 
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Mr. H. Tipping, the Burroughs man (on the left), discusses with 
Mr. Ambler, Director and Secretary of Schofields, the new system, 
based on Burroughs equipment, that they worked on together 
for speeding the preparation of customers’ monthly statements. 


one man solved a double problem 


for a famous department store 


0 Schofields of Leeds, mailing month- 

ly statements promptly to customers 
became a pressing problem in their con- 
stantly expanding business—moreover, 
filing space for sales dockets took up large 
areas Of valuable shelving. 

They called in Mr. Tipping, of Bur- 
roughs, who, with Mr. Ambler, Director 
and Secretary of Schofields, worked out a 
comprehensive plan based on Burroughs 
equipment, including Microfilm. 

Now Schofields’ statements go out 
proven, accurate and complete on exactly 
the right day throughout the month in a 
regular cycle. 


FOR SPECIALIST 


The new statement is as modern as the 
equipment—instead of an abbreviated 
extract of debits and credits, the customer 
now gets the fuil story of each transaction, 
together withasummary givingall charges 
and credits, whilst Schofields have more 
accurate information on their accounting 
position, a considerable saving in staff and 
space, and the great benefit of having 
satisfied customers paying their accounts 
regularly and early with the minimum of 
queries. 

Whatever your business, if you have an 
accounting problem, the Burroughs man 
can help you. Backed by Burroughs’ 


world-wide experience, he will make a 
full analysis and suggest the most econ- 
omical, workable solution. If he thinks 
no change advisable, he will say so; if he 
does recommend a change, he will make 
a detailed plan and help you get it work- 
ing smoothly. Call in the Burroughs man 
—you’re committed to nothing. His ad- 
vice is free. 

Burroughs make the world’s widest 
range of business machines. You'll find 
your local Burroughs office in the tele- 
phone book. Head Office: Burroughs 
Adding Machine Limited, Avon House, 
356-366 Oxford Street, London, W.1. 


ADVICE ON MODERN ACCOUNTING METHODS, 


CALL IN THE €jurroughs MAN 
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under German commanders in the exposed - Jutland 
peninsula and in Baltic waters. 

Although Danish participation in Nato remains some- 
what lukewarm, some aspects of the country’s defence effort 
deserve qualified approval. The armed forces have been 
built up since 1945 literally from nothing. Today the 
Danes have two divisional formations, with 150,000 officers 
and men in reserve. They maintain seven Nato airfields, 
of which two, Tirstrup and Vandel in Jutland, are 
“redeployment” bases, originally earmarked for the 
American air force. The eight Danish air squadrons are 
increasing in efficiency, and deliveries of Hawker Hunters 
are awaited early this year. Jet crashes, which caused grave 
concern two years ago, are now no longer a serious problem, 
and although there is still a shortage of suitable practice 
ranges the gaps in the radar defence network are being 
plugged. In addition the Danish Navy is small but efficient, 
although its leadership, like that of the other two services, 
suffers from the late retirement age of senior officers. And 
the Danish Home Guard, 60,000 strong, ranks with that 
of Norway as the keenest among Nato countries. 

Denmark’s unfavourable balance of payments position, 
which precipitated the defence cuts, began to improve last 
July. (But it is, however, a significant reflection that in 
the previous year a larger sum was spent on cars and motor- 
cycles than on defence.) The terms of trade have improved 
rapidly, and the prospects for restoring a stable economy, on 
which the defence structure ultimately rests, are encour- 
aging. Yet Danish defence cannot be fully efficient until 
the apathy of the average Dane is overcome. The Danish 
“Society for the Atlantic Pact and Democracy” fights an 
uphill battle to publicise Nato’s aims and achievements. If 
senior Nato personalities could be induced to undertake 
provincial lecture tours—lectures are Denmark’s national 
pastime—their initiative might pay handsome dividends. 


What Price for Kuwait’s 
Water ? 


HE news that Kuwait’s negotiation with Iraq for a water 
pipe line has broken down on the score of Kuwaiti 
unwillingness to pay Iraq in the coin demanded directs 
attention to a potential bone of contention in the Persian 
Gulf area. For how long can sheikhly oil magnates con- 
tinue to base their judgments on traditional impulses such 
as family prejudice or squirarchic habit without incensing 
the people whom they are paying to educate in new-fangled 
needs and desires ? 

Kuwait, though so rich in oil and money, and now also 
ir schools and children with ambition to be graduates, has 
no natural supply of water fit to drink and very little even 
of brackish well-water. When its forebears decided to 
migrate away from dislikable neighbours in the Basra area, 
they struck south and chose a desert site with an excellent 
anchorage, but no well. Perforce, therefore they turned 
seafarers. They fetched fresh water by boat from the mouth 
of the Shatt-al-Arab and lived a life fly-free, but without 
any agriculture. 

The drawbacks of this course outweighed its advantages, 
and so a first charge on the monster oil revenues of the 
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present decade was the erection of two large sea water dis- 
tllation plants. This apparatus which has cost Kuwait £3 
million and at present supplies the town with two million 
gallons of drinking water per day, runs relatively cheaply 
on natural gas supplied by the oil company virtually free of 
charge. The calculation of its economics, present and future, 
has therefore seldom troubled Kuwaiti minds. 

At such a price, everyone can drink, and, at present does 
sc without payment of any water-rate, but it is plain that 
all of 200,000 people cannot use unlimited water. In 1953, 
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therefore, sheikhly antipathies to dependence on Iraq were 
swallowed, and negotiations began for a pipe line to carry 
100 million gallons a day from the Shatt-al-Arab to the 
principality, of which at least two-thirds would be available 
for agriculture. These discussions were far more friendly 
and agreeable than some members of the Kuwaiti ruling 
family had expected. 

But after a while the Iraqis naturally mentioned a price 
for the privilege. They did not need money. But their 
own development plans, also based on oil revenue, call for 
a second port in the south to supplement Basra ; the only 
possible site is Umm Qasr, at present a mere creek in 
uninviting sands, but a site sufficiently promising to have 
caused the British forces to build a light railway to it during 
the war. The quid pro quo they asked was a 99-year lease 
of a slice of Kuwaiti sand adjoining Umm Qasr. 


An Economist’s Nightmare 


To the Kuwaiti ruling family, truncation of landed estates 
is an operation in a different class from the surrender of 
money ; so the chance of securing abundant water at reason- 
able cost has for the moment been jettisoned. One ironic 
feature of the decision is that it does not eliminate depend- 
ence on Basra; till Kuwait can run to an agriculture, it 
has nowhere but the Basra area to turn to for certain 
essentials, notably for fodder. 


Once the Kuwaiti public is bred to habits that will cause 
it to hanker for more water than it is now getting, and to 
think in terms of founding other livelihoods than those im- 
mediately dependent on oil, the decision is bound to be 
questioned, for the only alternative to it is an economist’s 
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nightmare. It is the stepping up of sea-water distillation 
beyond the maximum contemplated for the present plant 
(which is 5 million gallons per day). Kuwaitis who murmur 
the figure of 20 million gallons may have reckoned the 
capital cost, but certainly have not inquired whether natural 
gas supplies will stand up to such strain, or whether so 
great an outlay will be justifiable over decades in which oil 


supplies and revenue might easily fall from their present 
level. 


It is to be hoped that the decision was taken on impulse 
and that the Kuwaiti ruling class will think again. Maybe 
it is early days for Kuwait public opinion to query a decision 
that smacks of family prejudice, but such reflections are only 
just round the corner. Three hundred miles farther down 
the coast of the Gulf, that benevolent despot the Sheikh of 
Bahrain has lately had to cede to public clamour for elected 
councils to run his health and education departments, and 
the first elections are due this spring. Were a similar Kuwaiti 
committee to come into being some time, it might think 
Iraq’s price for water from the Shatt a lesser evil than a 
limitation of local supply that would allow only Sheikhs to 
water their gardens. 


Rivals in British Guiana 


BY A CORRESPONDENT LATELY IN BRITISH GUIANA 


HE recent raising of the ban on political meetings in 

British Guiana is a welcome sign that the new Governor, 
Sir Patrick Renison, is not prepared to take too literally 
the recommendation of the Robertson Report that the 
colony should be condemned to five years “ marking time ” 
so far as political advancement is concerned. The policy of 
the administration under the previous governor, Sir Alfred 
Savage, was to hamstring the People’s Progressive Party 
rather than to destroy it. In fact, since the suspension of 
the Constitution in September 1953, the party has been 
active and vociferous through its organ Thunder and a 
cyclostyled “Letter” sent to members by Dr Cheddi 
Jagan. The result of the party’s activity and its partial 
martyrdom has been to strengthen its hold over the 
electorate. Although it came to power in 1953 with less 
than 50 per cent of the total votes cast, detached observers 
in the colony agree that if free elections were allowed 
tomorrow the PPP would walk into power with a vast 
majority. No rival, moderate party has grown up during 
the past two years which can command any respect 
whatever ; the mercantile classes, both Indian and African, 
to whom the administration looked in the hope that they 
would give some worthwhile political lead have merely 
lapsed back into their commerce, feeling secure now that 
British troops are to remain in the colony indefinitely. 


The last year, however, has not been entirely a happy 
one for the PPP. The Robertson Commission recognised 
that the trouble which brought about the suspension of the 
Constitution was caused by the Communist extremists of 
the party, and its report left open the possibility that the 
British Government might be prepared to talk business 
with the party if its extremists were purged. The report 
referred to “the ambiguous Mr Burnham” who, with 
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Dr Jagan, led the party, but had never given away his 
precise political affiliations. A few months ago at the 
annual meeting of the PPP (a special dispensation to hold it 
was given by the Governor) Mr Burnham engineered a 
coup d’état by which he seized virtually all power and 
reduced Dr Jagan and the Jaganites almost to the status of 
inverted Trotskyists. He was able to do this largely because 
Dr Jagan’s greatest following is among the Indian workers 
on the coastal sugar estates, whereas his own is among the 
Africans who form the racial majority in Georgetown itself. 


A Split Newspaper 


Among the British the split was at first thought to be 
a clever ruse designed by the party as a whole to persuade 
the administration that the extremists were being purged, 
so that Mr Burnham might make approaches for a new 
Constitution, to be followed by free elections. But very 
soon it was seen that the split was genuine—so was Dr 
Jagan’s venom against Mr Burnham. This dislocation in 
the party continues. Each week two editions of Thunder 
appear, one edited by Dr Jagan and one by Mr Burnham, 
each claiming to be the official organ of the party. Mr 
Burnham’s leaders are of great interest and, being intended 
for the Guianese, reveal nothing of the compromise which, 
in his relations with the administration, he seems willing 
to pursue. “The imperialists never depart from reality 
when they attack us,” he writes. “ Can we in our confusion 
depart from reality and be licked ? Let us . . . face the 
truth of our colonial status, our need for light in these 
hours of darkness and confusion. The road is clear— 
surrender or fight! ” 


During the last year and a half, the British administration 
in the colony has been making great efforts to alleviate 
the many and various causes of dissatisfaction. Much money 
is being spent on re-housing. It is a visible kind of action 
and can be readily pointed to. But it is a superficial, 
shop-window form of improvement. The greatest need is 
the reclamation of coastal lands—the strip of coast is the 
only properly inhabited part of the colony, and it is all 
below sea-level. The population is rising astronomically 
and land reclamation schemes lag behind. Land reform 
and reclamation are the two great cries of the PPP—and 
much of what it says about both subjects is good sense. 
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Lessons from the Money Experiment 


|= balance sheets of the clearing banks for 1955, 
as well as the statements from the bank chairmen, 
deserve special scrutiny for the evidence they afford of 
the progress of the year’s major experiment—the 
experiment of using monetary policy, for the first time 
for many years, as the principal means of resisting 
inflation and strengthening the balance of payments. 
To the general public, the most familiar aspect of this 
policy has been the effort of the banks to cut down 
their advances, principally in response to the “ request ” 
made by Mr Butler at the end of July. This aspect 
figures prominently in the chairmen’s statements, all 
of which emphasise the difficulties, the arbitrary deci- 
sions and the invidious choices involved in the attempt 
to meet the Chancellor’s behest. It is not, however, the 
aspect that emerges most clearly from the balance 
Sheets. Over the year as a whole, by far the most strik- 
ing change has occurred not in advances but in the 
aggregate volume of credit. This has been subjected 
to its first substantial contraction for seventeen years. 

Aggregate bank deposits, after deducting cheques 
and other items in course of clearing, declined during 
1955 by £298 million, to £6,261 million, whereas in 
1954 they had risen by £188 million and in 1953 by 
£216 million. Until the raising of interest rates brought 
about this abrupt change, the credit expansion that 
began with the outbreak of war had been interrupted in 
only one year : in 1951 net deposits had declined by 
£65 million, or 1 per cent. The temporary relief in that 
crisis year was due solely to the fact that the Govern- 
ment was, in effect, borrowing from overseas the 
equivalent of the huge deficit on Britain’s external pay- 
ments, and so was able to reduce its indebtedness to 
the banking system. There was no such external deficit 
last year, perhaps none at all ; yet the volume of credit 
was contracted by more than 4} per cent. 

More than half of this change in the credit trend 
occurred in the first six months of the year, the phase 


that so disappointed Mr Butler because bank advances 
were continuing to rise, in spite of the steep rise in 
money rates and in spite of the squeeze upon the supply 
of liquid assets to the banking system. During these 
six months the banks’ liquid assets were contracted by 
£420 millfon (compared with £304 million in the first 
half of 1954), yet their advances expanded by no less 
than £289 million (compared with £130 million). The 
only way in which the banks could meet these demands, 
while keeping the ratio between their liquid assets and 
their deposits from dropping materially below the con- 
ventional minimum of 30 per cent, was by selling 
investments. Their portfolios were reduced at an 
unprecedented rate, by £254 million, a movement that 
financed seven-eighths of the expansion of advances 
and was equivalent to two-thirds of the half-year’s 
massive decline in deposits. 


* 


Over the year as a whole, in spite of the dramatic 
change in the trend of advances during the second half- 
year, the movement of investments appears equally 
decisive. Although liquidity ratios were rising from 
July onwards, and very sharply towards the end of the 
year, investment holdings were reduced by a further 
£83 million, partly by redemption of the Serial Fund- 
ing Stock in mid-November. The year’s contraction of 
£337 million therefore actually exceeds, and by a sub- 
stantial margin, the whole decline in net deposits. 
Advances were reduced on balance by only £46 million. 
This reduction, moreover, was much less than the net 
reduction in the bank indebtedness of the electricity 
and gas industries, which was expanded by rather less 
than {100 million in the first half-year and reduced 
by nearly £200 million in the second half-year, from 
the proceeds of the summer’s big stock issues. Advances 
to all other borrowers have been reduced since mid- 
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1955 by perhaps £130-£150 million, and are certainly 
higher than they were at end-1954. 

It is much more difficult than usual to estimate the 
part played by the borrowing operations of the public 
sector in bringing about the year’s credit trends. The 
domestic finances of the central government, before 

' taking account of sales or redemptions of marketable 
securities, showed a considerable cash deficit in the 
calendar year, whereas in 1954 there had been a net 

credit. The improvement in the “ above-line ” surplus 
was more than offset by the sharp increase in the deficit 
“below-line,”’ and in addition the Treasury had to 
finance £84 million of net repayments of tax reserve 
certificates, which in 1954 had brought in {£103 million 
on balance. The Treasury again secured a substantial 
sum, though a smaller one than in 1954, by borrowing 
the counterpart of the expansion of the note circulation, 
reducing its total domestic cash deficit (after crediting 
. net receipts from savings certificates and bonds) to 
about £160 million. In 1954 there had been a domestic 
cash surplus, similarly computed, of about £175 million, 
but most of that had been absorbed in financing the 
surplus on the balance of external payments (in buying 
gold or repaying overseas debt). Last year there were 
no such external demands ; on the contrary, some £230 
million was secured from sales of gold—but unless the 
balance of payments went much more significantly into 
deficit in the second half of the year than is generally 
supposed, most of those receipts must have been offset 
by further debt repayments. 

The Treasury’s net need for cash last year was there- 
fore unlikely to have been less, and may have been 
perceptibly larger, than the net increase of some £75 
million in those liquid assets of the banks (Treasury 
bills, call money and cash) that can normally be regarded 
as a rough measure of Treasury borrowings from the 
banking system. If this is so, it implies that over the 
year the authorities sold securities to the public, as 
distinct from the banks, on a scale at least sufficient 
to finance not only the year’s maturities, but also the 
departments’ take-up of electricity and gas stocks. Since 
those issues alone totalled £297 million, that is an 
impressive achievement, even when allowance is made 
for the fact that a significant slice of the sales comprised 


TABLE I.—LONDON CLEARING BANKS 
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Treasury bills—taken up by those industrial and other 
concerns that were switching out of bank deposits early 
in the year, because of the excellent turn offered over 
the 24 per cent deposit allowance. When these official 
sales are added to the massive sales from the banks, 
it becomes clear that the resilience of the gilt-edged 
market and its capacity to serve as an effective vehicle 
for monetary policy are very much greater than had 
formerly been supposed. That is one of the most strik- 
ing and important monetary lessons of the year. 


* 


The unexpectedly strong resistance shown by the 
gilt-edged market—thanks to the big pool of liquid 
funds available for movement into it as soon as yields 
looked attractive—accounted for the other unexpected 
experience in the year’s experiment. This was the 
length of the lag before the banks protected their 
strained liquidity by restricting advances rather than 
by selling investments. It was always a mistake to 
suppose, as many people did suppose at the time of 
Mr Butler’s directive, that no such change of emphasis 
would have occurred in its absence. Several of the bank 
chairmen do, indeed, now make it plain that the change 
had begun before—perhaps months before—the direc- 
tive was given. It could have been speeded up if the 
authorities had been prepared to be even tougher in 
their attitude to the gilt-edged market and let it go to 
the bears. The trend of liquidity ratios, however, and 
especially the exceptional steepness of their rise at the 
end of the year, shows that although over the year as a 
whole gilt-edged policy was commendably independent 
and courageous, it was much less so in the second half 
of the year than in the first. 

If interest rates and the associated technical devices 
of orthodox policy are to be used as effective regulators, 
it is a grievous mistake to suppose that they should be 
deployed wholly or mainly in the short-term market, 
and that the longer-term market or any other sector of 
the economy should be in any degree insulated from 
them. This supposition is to be found lurking in a 
number of the bank chairmen’s statements this year. 
The fall in the gilt-edged market is too often regarded 
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merely as an unfortunate by-product of the use of the 
monetary weapon (and even as one that ought to be and 
might have been avoided), whereas in actuality it is one 
of the crucial parts of the whole process. There is, 
in fact, an unresolved conflict of ideas within most of 
these addresses. The bankers all dislike the arbitrary 
control of bank advances that has been applied since 
last July ; two of them, Lord Aldenham, of the West- 
minster Bank, and Sir Oliver Franks, of Lloyds Bank, 
also deplore the restriction of inter-bank competition 
that it has involved ; and all of them hope that it will 
be short-lived and will not be repeated. Yet only one 
of them draws forthrightly the inescapable conclusion— 
that the only possible way of avoiding these physical 
interventions, whether in the financial mechanism or 
in other parts of the economy, is by relying upon the 
classical techniques, and using them intelligently and 
comprehensively. 

The forthright presentation of the case for monetary 
policy comes from Sir Oliver Franks, and as an exposi- 
tion of principles it could hardly be bettered. Unlike 
some of his fellow-chairmen, but in company with Lord 
Harlech (of the Midland Bank) and Lord Aldenham, he 
does not seek to sidestep the alleged inadequacy of 
monetary policy in present conditions by campaigning 
for cuts in Government expenditure as the one means 
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of stopping inflation. He points out, on the contrary, 
that though Government borrowings may be very large, 
this is no reason for its borrowings on Treasury bills 
to be excessive ; and it is those borrowings that regulate 
the money supply. He has no sympathy at all with the 
widespread modern view—implicit in the policy of last 
July—that inflation can be resisted by looking simply 
to one variety of credit, in this instance, advances. 

It may be that in the very short run a squeeze upon 
advances rather than upon investments would strike 
more directly at the expenditures of the economy ; that 
would certainly be Lord Harlech’s view, since he re- 
gards the fall in deposits early last year as no true 
measure of disinflation (on the ground that it mainly 
represented the switching of idle balances). But in the 
long run, as Sir Oliver Franks emphasises, it is the 
trend of the total volume of credit that matters: if 
that can be broadly stabilised, inflation cannot take 
place. The instrument for that stabilisation is not only 
Bank rate and its supporting devices in the short-term 
market : those devices cannot be isolated from policy 
in the gilt-edged market, the “ proper management ” 
of which is “ one of the key regulators of the economy.” 
In short, in this fight against inflation, it pays to have 
regard to “some old-fashioned beliefs »—however 
much we recognise that times have changed. 


Business Notes 





Uneasy Markets 


Y last Monday practically all the gains that had been 
made in the industrial market between the autumn 
and the new year had been wiped out. The Financial Times 
ordinary share index had fallen to 186.3, compared with 
202.1 at the beginning of the year. Gilt-edged prices, too, 
were weak and the Government Securities index had fallen 
to 87.76 ; this was the lowest point since early September 
and it can be contrasted with a level of 90.08 at the begin- 
ning of the year. Markets were thin and were an easy prey 
to fancy rumours—including the supposed freeing of the 
pound. But they were clearly unimpressed by their under- 
standing of the Government’s intentions in economic 
policy. 

In such an uneasy climate not too much can or should 
be made of the rally in prices, both in the gilt-edged and 
industrial markets, which came later in the week, carrying 
the ordinary index up to 188.7 on Wednesday. There was 
a little bear covering and a small number of buying orders 
for Government stocks were reported but price movements 
were exaggerated by the thinness of the market. Confidence, 
as well as business, was lacking and the South Durham 
debenture and ordinary issues failed to attract the stags. 


One result of this uneasiness was a sudden spurt of interest 
in Kaffirs. The Winkelhaak issue was a peg on which the 
rally was hung. Much of the buying came from Paris and 
the Continent. Mining costs are still rising, pressing against 
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a fixed price for gold. The removal by the South African 
Government of controls on beef, a limited but costly part 
of the diet of native labourers, will push costs still higher 
as did the increase in electrical power charges at the begin- 
ning of the year. But there are some dealers in London 
and the Cape who are asking whether after such a long 
period of stagnation it may not be soon the turn of Kaffirs 
to bubble. The answer to that question may come in the 
development reports from the Orange Free State and from 
Free State Geduld in particular. 


Woes of Lombard Street 


HE hard knocks suffered by the discount market in 
i. the 1955 credit squeeze were starkly evidenced in the 
preliminary statements of the three largest houses, issued 
early this month. This week they have published 
their balance sheets and chairmen’s statements. Both Com- 
mander Lovel Coke, of the National Discount Company, 
and Sir Eric Gore Browne, of Alexanders, naturally con- 
centrate their attention on the exceptional difficulties that 
forced these two houses to cut their dividends and to show 
an uncovered depreciation on their bond holdings. 

Lord Kennet of the Union Discount, which succeeded 
in maintaining its dividend and writing down its bond 
portfolio to market values, echoes the market’s general 
sentiment: “ Since money and credit are the raw materials 
of our business, and bills and to a less extent bonds are its 
stock in trade, the change for us was for the worst.” The 
Union Discount succeeded in increasing its profitable bill 
portfolio by {24.4 million to {197.9 million; but the 
National was forced by the credit stringency to make a large 
reduction in its bill portfolio by £39 million to {78.1 
million. Alexanders raised its portfolio slightly by {£4 
million to £79.3 million, but, in contrast to the National, 
ii recorded a large reduction in its bond portfolio—from 
£77.6 million to £53.1 million. Sir Eric states, however, 
that the reduction was made “ before what is now known as 
the credit squeeze came upon us in full force.” The one 
bright spot to which both he and Commander Coke can 
point in this “ difficult and discouraging year ” is the benefit 
of tax relief on future profits arising from the carrying 
forward of this year’s realised losses on sales of bonds. 


The Switch to Oil 


1 costs Britain about the same to import a ton of fuel 
| oil as it does to import a ton of coal, but the oil has 
§© per cent more heat in it and rather less of its price 
has to be paid in dollars. While Britain has to import 
general fuels, therefore, and while the landed prices remain 
broadly identical—now about £7 a ton—the Ministry of 
Fuel and Power is prepared to count any switch by a 
consumer from coal to oil as a good bargain for the 
country. The ordinary industrial consumer, however, has 
to pay something over {9 a ton for the cheapest grade of 
fuel oil, against perhaps £5 a ton for coal: the switch is 
not necessarily and immediately a good bargain for him. 
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Traditionally, the oil companies in this country have 
always advised the switch from coal to oil only where oil 
had technical advantages over and above its extra heat 
value. They are now advocating conversion to oil-firing 
even where the oil is simply burned under boilers. 

“ One in four of today’s smaller industrial and commer- 
cial coal users,” said Mr H. Cunliffe of Shell Mex and BP 
this week, “ will have to use oil fuel within the next three 
or four years.” Government policy, he said, implied that 
the use of fuel oil, which was about 7; million tons in 
1955, should be expected to rise to nearly 22 million tons 
by 1960. By 1960 the Central Electricity Authority, along 
with certain other very large users who are likely to switch 
to oil, will be taking about 6 million tons a year out of 
the extra 14 million tons of fuel oil it is planned to use— 
at very different prices from those an ordinary customer 
pays. Railway “ dieselisation” on certain routes, plus the 
increased use of oil in agriculture, might add another 2 
million tons a year. But this leaves 6 million tons of oil 
—for which consumers can be found only among those 
who now use about 30-40 million tons of coal a year in 
central heating or for process steam. 

Only in certain parts of the country, Mr Cunliffe said 
frankly, where coal is delivered at its dearest and oil at its 
cheapest, would the conversion of such equipment to oil 
be an economic proposition ; but “ price alone” was not 
“the prime factor to be considered.” He referred to the 
reliability of oil supplies, and suggested that fuel costs were 
often so insignificant a cost in manufacture that this was 
more important to a business than the price. The price 
of fuel oil, it may be noted, is most unlikely to fall in the 
next few years ; but it is also most unlikely to rise as fast 
as that of coal. Government loans for fuel-saving, which 
are now being extended to the conversion of equipment 
from coal to oil, may insulate this part of an industrialist’s 
Capital expenditure from the credit squeeze. But, on the 
other hand, industry is not likely to go short of coal this 
year ; it will be interesting to see whether the switch 
proceeds according to the Ministry’s—and the oil indus- 
try’s—plan. 


Shifts in Trade 


N total, British overseas trade was about the same in 

December as in the two previous months, but there was 
a shift in its distribution. The result was to reduce the 
visible deficit with non-sterling countries and to produce 
an unfavourable balance with sterling countries. In 
December, as compared with the average for October and 
November, imports from the sterling area rose by £14 
million.to £138 million cif, largely owing to a seasonal 
increase in foodstuffs and materials. Exports (including 
re-exports) however, fell by {£12 million to £121 million fob 
and the balance of trade, which had been favourable in the 
previous four months, showed a deficit of £17 million. 
The decline in the deficit with non-sterling countries re- 
sulted from a partly seasonal decline in imports, which 
fell by £14 million to £198 million, compared with the 
October/November average. Exports to non-sterling 


countries were unchanged at £144 million, the fall in ship- 
ments to the OEEC area being offset by a rise in shipmenss 
to dollar and other countries ; the deficit thus fell by £14 
million, to £54} million. 
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Building, Last Year and This 


UT of every extra {100 that was 

spent on fixed capital investment in 
Britain between 1948 and 1954, close on 
£40 went to pay for building and civil 
engineering work. In 1950, the work 
classified as fixed capital investment 
amounted to about 63 per cent of the 
total output of the building and con- 
tracting industry, and that proportion, 
if anything, may have increased since. 
Between 1948 and 1954, therefore, 
fixed investment and building output 
advanced in step : in real terms, invest- 
ment rose by just under 12 per cent and 
building output by about 11 per cent. 
Last year has already been neatly 
labelled by most analysts as one in 
which an investment boom got out of 
hand. One might have expected, there- 
fore a sharp increase in building output 
during the year. Did it occur? 

The statistics so far available—those 
of actual building output, as against 
building intended or begun—suggest 
that it did not. Since the abolition of 
building licences at the end of 1954, the 
figures of output by value published by 
the Ministry of Works have been on a 
slightly restricted basis, and are not 
comparable with those for earlier years ; 
but the Central Statistical Office, using 
the same data, does produce a continu- 
ous and comparable series. This pro- 
duction index, which is now available 
up to the third quarter of 1955, suggests 
that taking the first nine months of the 
year as a whole there was little or no 
increase at all over the level of the first 
nine months of 1954. 

Building output, so measured, was 
about § per cent lower (owing to bad 
weather, presumably) in the first quarter 
of 1955 than in the corresponding 
quarter of 1954, roughly the same as a 
year before during the second quarter ; 
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and about 3 per cent higher during the 
third quarter. A very marked increase 
in output would have been needed dur- 
ing the last quarter to make the increase 
in building output for the whole year 
more than about 2, per cent compared 
with 1954. 

During the last two years, however, 
some shift of resources has occurred 
from housing into other social invest- 
ment and into industrial and commercial 
building—within the slowly growing 
total output of the building and con- 
tracting industry. The number of 
houses completed in 1954 reached the 
postwar peak of 354,000; last year 
about 320,000 appear to have been 
finished. Educational building and other 
new work by public authorities rose last 
year as housing work levelled off ; and 
the value of work on factories and com- 
mercial building as measured by the 
Ministry of Works’ quarterly figures, 
rose rather more. 

But the Ministry’s figures—again 
available only up to the end of last 
September—show that the total volume 
of work on factory building was not in- 
creasing nearly as fast as factory building 
projects had been approved a few 
months before (allowing for the time lag 
before work is put in hand), or as fast as 
factories were being started. 

The 1,431 factory projects approved 
by the Board of Trade during the last 
half of 1954 had a greater total area than 
the 1,961 approved in the whole of 1953. 
Th the first half of 1955 1,144 factories 
were started, against 1,083 in the first 
half of 1954; but their total area was 40 
per cent larger. There is no adequate 
measure of output in factory building : 
the Ministry’s figures of value show that 
industrial building work was valued at 
£43 million in the first quarter, £51 
million in the second, and £56 million 
in the third. 

Credit restraint, intended to damp 
down the pace of industrial investment, 
was begun nearly a year ago; and in 
the third and fourth quarters of last year 
the rate at which new factories were 
approved did drop sharply. It may be, 
too, that the proportion of factories 
approved which are never started may 
have increased last year from the 25- 
30 per cent recorded in earlier years. 
Even so, the record suggests that actual 
building work on factories must show a 
really marked increase this year, and 
probably a greater increase than took 
place in 195§. 

But factory building, according to the 
Economic Survey, accounted for only 
about {£180 million in 1954, some ten 
per cent of the whole. The total build- 
ing work done in 1954 is valued at 
£1,849 million. How are the other, 
far larger sections of total building 
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output likely to change? What are the 
industry’s prospects for 1956? 

Housing accounts for about a third 
of total building—about {£600 million in 
1954, and slightly less, perhaps, last year. 
At the end of September 1955 there 
were about 303,000 houses under con- 
struction, against 318,000 a year before ; 
about 315,000 were begun last year, 
against 337,000 during 1954. 

The number of houses that will be 
completed this year is largely deter- 
mined by the number begun in 1955. 
But total work on housing depends also 
upon the rate at which new ones have 
been begun in the last few months, and 
continue to be started. Both local 
authorities and private house builders 
are being squeezed ; and it seems reason- 
able to expect some slight decrease this 
year in the total building resources 
required for housing. 

In 1954, these different kinds of new 
work represented about {£1,150 million 
of building output ; the rest, some £700 
million, was repair and maintenance 
work. This, too, seems to have increased 
very slightly during 1955; but in 1956 
it too may be shaved a little by credit 
restrictions. 

All in all, there seems to be little 
likelihood of any general slackening in 
pressure on the building industry until 
perhaps the fourth quarter of this year. 
Building output, indeed, is probably 
rising at present, though it may pass its 
peak this summer; and the total for 
1956 may again be slightly higher than 


in 1955. Much obviously depends upon - 


the firmness and steadiness of Govern- 
ment policy to combat inflation, and 
upon the way in which local authorities, 
in particular, react to it. Barring some 
radical change in that policy, the build- 
ing trade seems likely to be busier 
during most of this year than it was last 
—though by the autumn its order book 
may really be giving it genuine cause 
for alarm. 
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This shift was in sharp contrast to 1955 as a whole, 
when the non-sterling deficit was much higher, and the 
sterling deficit was slightly lower, than in 1954. Imports 
from non-sterling countries were £364 million a month 
higher than in 1954, at £193 million a month ; exports were 
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only {12 million higher at £131 million a month, so that 
the deficit with non-sterling countries rose by £24 million 
to {£62 million a month. But in trade with the sterling 
area a small rise in imports was more than offset by the rise 


in exports, and the deficit fell by £23 million to £10 million 
a month. 


Fewer Ships But More Orders 


HE general level of activity in British shipyards last 
year may not have been as disappointing as the totals 
of tonnage launched and completed would suggest, but the 
yards certainly do not appear to have shared in the big 
rise in output that most of the engineering industries 
achieved. In 1954, those same indicators of final output 
exaggerated the growth of shipbuilding work as a whole ; 
launchings rose by about seven per cent and completed 
tonnage by a fifth, but the tonnage under construction 
declined slightly. In 1955, launchings were only 57,000 
tons higher than in 1954, and the tonnage completed 
actually declined by 174,000 tons, but the tonnage under 
construction did show a slight rise. Evidently, the industry 
itself is disappointed. It puts down its failure to advance 
as much as was hoped mainly to disputes and restrictive 
practices, such as demarcation arrangements, among the 
unions with which it has to deal. Its voice has not been 
raised as often in 1955 as in other years to complain about 
shortage of steel plate, but the Shipbuilding Conference 
mentioned this week that it had recently made representa- 
tions to the Government for these steel supplies to be 
maintained at an adequate level. 

Launchings and completions elsewhere in the world 
showed roughly similar changes last year, so Britain’s share 
of final shipbuilding output remained constant at about 
27-28 per cent. But the tonnage commenced in Britain 
also fell, while that begun elsewhere in the world increased 
by about a fifth: so Britain’s share of tonnage under con- 
struction at the end of 1955 had fallen to 34 per cent, 
against 37 per cent twelve months before. 

Probably the most encouraging feature of the year for 





THE ECONOMIST, JANUARY 28, 1956 


British builders was the substantial increase in the indus- 
try’s order book. They booked orders for 386 ships total- 
ling 2,382,000 tons in their best year for new business 
since 1951. These orders brought about a net increase 
of about a million tons, making the total order book at the 
end of 1955 5,287,000 tons of shipping, valued at about 
£665 million. This is a full three years’ work. But only 
about 8 per cent of the orders booked last year were for 
foreign owners, and of the outstanding orders only just 
over a million tons, just over 20 per cent, will go for 
export. In 1954, about a third of the tonnage completed 
went to foreign owners ; last year, probably almost half. 


Steel as Hard as Ever 


FEW weeks ago there were signs of softening in the 

demand for some steel products. Certain customers 
who use steel to make durable consumer goods became 
rather less pressing ; they did not cancel their orders, but 
altered their delivery instructions, saying they were content 
to take the steel over rather longer periods. At about the 
turn of the year this tendency appeared to be spreading to 
some of the customers who use steel to make components 
for the motor industry. But it does not appear to have 


_ reached the motor industry itself, in spite of short-time 


working this month. Nor can it be assumed that those 
customers who are paying much more than the British 
price to import steel from abroad would reduce that expen- 
sive margin of supplies first. They would certainly prefer 
to do so, but many have entered into firm commitments 
so far ahead that they would find it very difficult to cut 
these imports quickly. Any signs of disinflation in steel 
demand, therefore, may be expected to be discerned imme- 
diately within the British industry: so far there are 
precious few. 


Development Area Policy under Fire 


OVERNMENT assistance to industries that set up factories 
t.. in the Development Areas was begun in the thirties 
to relieve unemployment in regions that were particularly 
hit by the depression. It has become, according to a report 
published by the Select Committee on Estimates this week, 

very largely an economic service to ensure that resources 


of labour and building materials are used as the Board of 
Trade think best. 


In all the nine areas now scheduled as development areas 
except North East Lancashire the percentage of unemploy- 
ment is now less than “ the figure generally accepted as 
representing full employment” (presumably 3 per cent). 
But expenditure by the Board of Trade in development 
areas has continued to rise ; its estimate of expenditure for 
1955-56 was for roughly £6} million, and the Treasury 
planned to spend another million pounds on grants or 
loans to companies setting up factories in development areas 
that could not raise the money through commercial channels. 

When a sub-committee of the Select Committee sought 
to find out how much of the money was being spent to 
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THE NEXT PHASE 
OF AIR TRAFFIC EXPANSION 


_ the eight years to the end of 1954 
the air passenger-miles flown by all 
countries outside the Iron Curtain increased 
three-fold. This period of expansion has 
been the most intensive in the 35 years since 
the first air services started in 1919. It has 
been due to the major advance in technical 
achievement represented by the fast, four- 
engined pressurised liners that came into 
service after World War II. History has 
thus repeated itself—for a major step for- 
ward in vehicle development has always 
been followed by a great increase in the 
volume of traffic. 

It might be supposed that once the im- 
mediate post-war trade expansion has given 
way to more stable conditions, the rate of 
increase of air traffic will lessen, especially 
as aconsiderable percentage of air-passenger 
traffic consists of business travel. But there 
is a further factor to be taken into account, 
Between now and 1965 the turbine-powered 
airliner both in its turboprop and turbojet 
forms will, with its increased speed and 
comfort, provide a further major step for- 
ward in vehicle development, thus starting, 
if history is any guide, a new cycle of traffic 
increase. Simultaneously the airline industry 
is beginning to undergo a radical change of 
pattern as the result of the fare differentials. 
The introduction of tourist class fares dur- 
ing the past few years has produced a trend 
similar to that experienced in other public 
transport and consumer industries. Already 
in the United States the first class passenger 
traffic of one of the major domestic carriers 
amounts to less than 50 per cent, tourist 


THE BRISTOL AEROPLANE COMPANY LIMITED 


class having reached a majority. In the 
international lines a similar process is taking 
place, and it is expected that by the end of 
this decade the proportions of passenger 
traffic will have levelled off at roughly one- 
third or less first class and two-thirds or 
more tourist class. The Atlantic route is a 
good example of the extent to which tourist 
passenger volume has developed, for it 
now exceeds first class traffic by about 
six to four. 

This change seems likely to be accom- 
panied by a somewhat more marked differ- 
ence than hitherto between the cost of first 
and tourist class, and it is expected that the 
pricing of tourist fares at increasingly attrac- 
tive levels will be responsible for the main 
growth of traffic during the next period of 
expansion. Current development of turbo- 
prop airliners by British and American 
manufacturers to cater for this demand 
for lower fares is an indication of the 
important part that the turboprop will 
play in maintaining the rate of expansion of 
air transport. 

Although the turboprop is still only in its 
early years of service, no fewer than 425 
turboprop liners have already been ordered, 
and it is expected that by 1960 at least 1,000 
of these vehicles, both for medium and long 
range routes, will have been put into service 
or placed on order. The combination of 
speed, range, payload and low operating 
cost of the turboprop Bristol Britannia 
makes it an aircraft exceptionally well 
equipped to enable operators to take advan- 
tage of the new trends in air traffic expansion. 
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promote employment, how much was a social service upon 
which no cash return should be expected, and how much 
any of the Board of Trade’s £60 million investment in 
factories in the areas had now become profitable, it could 
obtain no answers—“ for the simple reason that no accounts 
exist from which an opinion on this point could be formed.” 
In the Board’s administration of its property in these areas, 
which for the most part are managed by industrial estate 
companies, the committee noted moreover an odd mixture 
of laxness at most points and unnecessarily close surveillance 
of details in a few. 

The committee makes a number of sweeping recommen- 
dations for reform in the administration of Government- 
owned factories that have been built and are leased to indus- 
trialists in these areas by the board, and incidentally 
suggests that certain of the industrial estates might be 
transferred wholly to the estate companies themselves. 
But its most important recommendation is for further 
inquiry: it wants a review of the development areas to take 
place immediately with a view to “ de-scheduling ” areas 
where no special danger of unemployment remains, and 
possibly to scheduling new areas that may now be suffering 
from more recent changes in industrial location or 
technique. In the meantime, it sensibly recommends, 
Treasury loans should cease to be made to industrialists 
in these areas, and the offer of rebates on rents to companies 
taking over new factories should become the exception 
rather than the rule. 


Drug Prices and the NHS 


HE report of the Committee of Inquiry into the cost of 
the National Health Service leaves relations between 
the pharmaceutical industry and the Ministry of Health on 
the question of drug prices much as they were—in a state 
of deadlock. They have been so since both sides failed to 
agree on a costing formula by which the price of the 
industry’s branded drugs could be assessed, and negotiations 
have been more or less at a standstill awaiting the publica- 
tion of the report. The Committee, however, merely 
expresses a wish that the negotiations will come to a 
“mutually acceptable conclusion,” but the tone of its 
comment seems none too hopeful. The report sums up 
the views of both sides fairly and neatly: it recognises the 
Ministry’s proper fear of being overcharged and it admits 
the fact of the industry’s special working conditions, The 
committee did not have sufficient evidence to assess the 
industry’s level of profits on its sales to the NHS, and it 
preferred to abstain from judgment ; other critics have been 
more forthright. It is proper that drug prices should be 
kept under constant and vigilant review, but a line ought to 
be drawn between this and an unremitting hounding of the 
pharmaceutical industry. In this the report of the Com- 
mittee of Inquiry sets a fair standard. 


Railways Through the Trough 


HE surprise offer by the Transport Commission last 
ee of a seven per cent increase in railway wages, 
and its speedy acceptance by the unions may for a while 
help to improve railway labour relations ; but it must leave 
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the commission with some severe headaches about its 
finances—and railway users with some apprehensions about 
the fares and freights they will soon have to pay. The 
commission entered 1955 with an accumulated deficit of 
£40 million. Heavier costs last year, with the customary 
procedural time-lag between these increases and the raising 
of charges, plus a decline in some classes of traffic, the 
railway strike in June, and the last big batch of lorry dis- 
posals, will probably have about doubled that figure by the 
end of the year. This year, even if fares are raised fairly 
swiftly upon last week’s wage increase—which will add 
about £25 million to the annual railway wage bill—the 
prospect is of its accumulated deficit being not far from 
doubled. 

This deep splurge of red is mainly the measure of the 
barriers that still make it difficult for the commission to 
keep abreast of wage inflation and competitive freedom in 
other industries, not from a deterioration in its own 
efficiency. Removing these barriers is a slow process, and 
it is not helped by specious yelps from various outside 
interests. The commission is gradually divesting itself of 
uneconomic and useless branch canals and railway lines. 
The new procedure under the Transport Act, 1953, should 
go some way towards reducing delays in adjusting fares on 
the railways and London Transport to rises in costs. But 
it will still be some time before the commission gets the 
flexibility in railway freight charges intended under that 
Act. And the fruits of the modernisation programme, 
which appears to have got off to a fair start, will 
not be ripening for many years yet. The railways, as the 
thick central core of the commission’s activities, ought to 
contribute an annual surplus of £40 million ; as yet this has 
not been possible. All this promise for the future makes 
it look as though the commission will have to start thinking 


about balancing its books taking, not “one year with. 


another,” but “one decade with another.” 


New Savings Banks for Australia 


N January 19th the savings bank subsidiary companies 
O of the Bank of New South Wales and of the Australia 
and New Zealand Bank opened for business at the branches 
of their parent banks throughout New South Wales, 
Victoria, Western Australia, the Capital and Northern terri- 
tories, Papua, New Guinea and, in the case of the ANZ, 
Queensland. At the same time, the Commercial Banking 
Company of Sydney announced that it was giving “ earnest 
consideration ” to the establishment of a savings bank, and 
that it would shortly call an extraordinary general meeting 
to amend its memorandum of association for that purpose. 

The entry of the Australian commercial banks into 
savings banking is new ; until now, moreover, there have 
been no joint-stock savings banks in Australia at all. The 
field was left entirely to the Commonwealth Savings Bank, 
an adjunct of the central bank, supplemented in Victoria 
and South Australia by State-owned savings banks and in 
Tasmania by municipally run institutions. The new savings 
banks will compete with the Commonwealth Savings Bank 
largely on its own terms. They have adopted its deposit rate 
of 24 per cent, which has long proved embarrassing to the 
commercial banks themselves, since they are forbidden to 
pay more than 13 per cent for deposits up to one year and 
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more than 2 per cent for two-year deposits. The commercial 
savings banks are further emulating the central savings bank 
by fixing the upper limit for deposits at £A500, and by 
accepting deposits only from individuals and non-profit 
making organisations. It is believed that but for this close 
correspondence with the terms offered by the Common- 
wealth Savings Bank the necessary licence from the Federal 
Treasurer might have been considerably harder to obtain. 

The savings banks are obliged by the terms of their 
licences to maintain strict standards of liquidity. Their 
parent institutions have treated themselves with much 
greater freedom, and have not thought it at all amiss to 
disregard the “ conventional ” standards that the monetary 
authorities are trying to foster. The savings banks must 
keep 10 per cent of their deposits in Treasury bills or 
deposits with the Commonwealth Bank ; and a total of 70 
per cent of deposits must be in these liquid assets, cash or 
government securities. The remaining 30 per cent may be 
used for two main purposes: loans to building societies, 
and loans to individuals on security of land. 


Lost in a Wind Tunnel 


HE Committee of Public Accounts spent the greater part 
T of one Tuesday in April last year trying to discover 
why the Ministry of Supply spent six years and nearly 
£200,000 developing a high altitude airborne radio set which 
was then turned down by the Air Ministry in favour of an 
ordinary commercial set used by the civil airlines. The 
Committee found it difficult to understand why a manufac- 
turer, working without the assistance of Government funds, 
should have succeeded where the Ministry’s costly project 
failed, and witnesses found themselves trying to explain that 
the Air Ministry had first asked for a standard of perform- 
ance that was attainable only with great time and cost, and 
then—appalled at the complexity of the design it had called 
forth—compromised on a cheaper, easier set of more modest 
attainments, 

Almost precisely the same story was repeated on another 
day, about a 3-ton combat vehicle for the Army. When it 
turned out that this was costing between {£4,500 and {£5,000 
to build, the project was scrapped in one of the War Office’s 
economy drives, but not before the Ministry of Supply had 
spent about {1 million on development, capital assistance, 
and cancelled production contracts. 

These are modest sums, however, compared to the expen- 
diture now being poured into one of the Ministry’s own 
projects, the high-speed wind tunnel being built at Bedford. 
The first cost of this project was put at a little under £2 
million. The final figure is likely to be closer to £9 million. 
The Ministry cannot be criticised for building such a tunnel, 
and perhaps it will be worth this great amount of money. 
Certainly, the want of this kind of résearch plant has led 
t) many mistakes in aircraft design since the war. But 
surely a more realistic view of its costs must have been 
possible before the project was started. One of the functions 
of the Ministry of Supply, as a mediator between the 
services and industry, is to keep a firm grip on the public 
money that is spent on all projects—and that principle 
should certainly apply to its own expenditures, If the 
services are being unreasonably difficult about specifications 
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the Ministry should be quick with a remedy. But prompt- 
ness is of the essence. Five or six years of abortive expendi- 
ture is unpardonable ; when this happens the Ministry is 
indeed no better than an expensive messenger boy between 
industry and the Service Ministries. 


Detergents from Distillers 


HE Distillers Company’s newest experiment in petro- 
= leum chemicals is the £1 million detergent plant of 
Grange Chemicals that came into production at the end 
of last year. The company is owned partly by Distillers, 
partly by the Oronite Chemical Company, a subsidiary of 
Standard Oil of California, and it is Oronite’s process that 
is being used in the plant. This project is part of a 
complex of petroleum-chemical plants that has been built 
up by Distillers, in co-operation with a number of other 
companies, around the British Petroleum refinery at 
Grangemouth. The refinery provides raw materials for 
a chemical plant jointly owned by Distillers and BP, which 
in turn provides raw materials for subsidiary plants, among 
them Grange Chemicals and Forth Chemicals, which will 
supply the bulk of the styrene for Dunlop’s synthetic 
rubber project. 

If the family tree of these plants is difficult to disentangle, 
Distillers’ enlarged interest in detergents is not. The big 
soap makers, led by Hedley and Unilever, are between 
them consuming about 40,000 tons of basic detergent 
a year, which they mix with filler and some other chemicals 
before packing. About half this is being supplied by Mon- 
santo, which has several times increased capacity of its 
detergent plants. Much of the balance is being imported. 
Output from Grange Chemicals is described as being of the 
order of 10,000 tons a year, and will provide severe com- 
petition for Marchon Products, one of the smaller chemical 
companies that has recently gone into this market. 


A Swing in Furniture 


77 multiple furniture chains have been losing business 

to other shops since the hire purchase restrictions were 
imposed last summer. Until that time, many of them had 
been trading on a “no deposit” basis which was highly 
popular among their customers and led to a sharp rise in 
turnover. But as soon as-the multiples were obliged to ask 
for a 15 per cent deposit—as most other furniture retailers 
were already doing—much of the custom switched from the 
multiples to the department stores and the independent 
furniture shops. 

It is difficult to estimate the size of the swing. Some 
manufacturers exhibiting at the industry’s annual trade show 
which opened in London this week suggest that the 
multiples have lost half their business to the other shops. 
Whatever the fall may be, it has had little net effect on 
employment in the factories, which are busier than for some 
time on expanded orders from the other furniture shops. 
The Board of Trade’s estimate of multiple furniture sales 
suggests a’drop of 13 per cent up to the end_of last Novem- 








een 
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A SHIPOWNER TAKES STOCK 





Captains of tomorrow 


SIR WILLIAM C, CURRIE, G.B.E., 


Chairman of the Peninsular and Oriental Steam Navigation Company, 
comments on the importance of choosing the right human material. 


For a complex organisation like the P & O group of com- 
panies to maintain its leading position in shipping affairs, a regular 
flow of sea-going recruits of the right calibre is essential. 


Many young men eager to make the sea their profession 
gain their early training at pre-sea Training Establishments where 
special studies prepare them for entry into the Merchant Service. 
Others go direct from schools and commence their training at sea 
and, within the group itself, there are four cadet-ships which help 
in this scheme. It is from such promising material that future 
officers are chosen. 


Once appointed to a ship a cadet gains practical knowledge 
whilst continuing his studies with the help and encouragement of 
experienced officers. He is welcomed into the group family, now 
54,000 strong, which is spread throughout the world and united 
in the high standard of service which upholds our long tradition. 


The soundness of these training methods is reflected in the 
harmony and cordial relations existing within a ship’s company, 
and in its dealings with passengers, shipping agents and owners 
of freight wherever vessels of the P & O group operate. There are 
no better ambassadors abroad for the United Kingdom than the 


officers of the Merchant Service. 
P:@ 


ISSUED ON BEHALF OF THE P & O GROUP 
OF COMPANIES AT 122 LEADENHALL STREET 
IN THE CITY OF LONDON 
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ON BUDGET CONTROL 


A budget card for each heading of 
expenditure, built-up daily to give 
monthly and total expenditure to 
date, and unexpended balance of 
budget. A budget card that is 
proved accurate by mechanical 
checks, and gives automatic warn- 
ing of over-spending. Does that 
- sound the basis for your sort of 
Budget Control? It’s the basis 
produced by Foremost; the mech- 
anized accounting system devised 
by Remington 
Rand to do 
every kind of 
accounting job 
in every kind of 
business. 




















ea THERE 1S A BOOKLET called As Easy as 
ABC. It shows how Foremost accounting tailors 
to your system of Budget control. It also explains 
how the same machine can adapt to all major 
accounting procedures, including PAYE, Sales and 
Purchase Ledger work, Analysis, and Job Costing. 
It shows that mechanized accounting is within the 
price-range of your organization. MAY WE SEND YOU 
A Copy? 


* 


? COUPON: I would like to know more about Foremost } 
= Accountancy. : 
3 Please *send me your booklet ‘As Easy as ABC’ [| arrange for 3 
: arepresentative to visit me [_] (tick course of action required) ; 
5 8 
5 3 
i) IIIA. scsceimceciisinlasbsinatindlainalaniiasiaas. a : 
: MEA «,.ccssseninsiintniseihiaiinbcalaciiitacnaieciascaetininapinnii iia J : 
: 3 
neni : 

a te 043 : 
E REMINGTON RAND LTD - 1-19 NEW OXFORD ST - LONDON WCl1 - CHA 8888 j 

88 050000000000050850888 RESESRSEDRSSRSSSONSSASSESESSE TS SESS FeO TERgS AA ETHOS SOT R ESE EEEEEETOS ESE LATE SORE EES ESDESRORE: 








The case fof Apophylia duviveret... 


*Mealies’, or maize, is one of South 
Africa’s basic food crops and any 
failure in the harvest is a local disaster. 
Yet, for years past, crop losses have 
been all too frequent and heavy — 
due largely to the depredations of 
A. duviverei, the sandveld grainworm. 
This small beetle has always been a 
serious pest in Western Cape Province. 
Its eggs, which lie dormant through the 
hot Summer, hatch at sowing time, 
after the Autumn rains. A single grub 
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can destroy many young plants and, in 
a ‘worm year’ devastation can be 
complete over many acres. 

Now the ‘worm years’ are over and the 
sandveld grainworm has been brought 
under full economic control — by 
dieldrin, an advanced Shell insecticide 
used, in this instance, as a seed dressing. 

Today, with only 2 oz. of dieldrin 
per acre, farmers throughout the 
Western Cape give their valuable 
mealie crops complete protection. 


dieldrin 


dieldrin, aldrin and endrin are 


For further information apply to your Shell Company. 






Dieldrin, aldrin, endrin 


... these three advanced in- 
secticides developed by Shell 
are complementary to each 
other. Between them they 
control most of the major 
insect pests which menace 
agricultural production and 
public health throughout the 
world. Have you an urgent 


pest problem in your area. 


insecticides for world-wide use 


Issued by The Shelt Petroleum Company Limited, London, E.C.3, England. 











. 
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ber, but there is some reason for supposing that this is an _—8 per cent dividend, the directors took into account the fact : 
underestimate. The Board of Trade’s estimates for the trade _ that the increase in trading profits before tax was less than 
cf the department stores and the independent furniture the increase in the estimated cost of completing the develop- 
shops show a rise of 6 per cent for the stores and § percent ment programme and providing for working capital. They 
for the independent shops. also had regard to the fact that last year’s profits included 

The furniture industry is less concerned about the present —_— substantial profits on stocks, higher prices on export sales, 
trading difficulties of the multiples than it is about the and the working of plants up to and above normal capacity. 
retailers’ demand for a higher mark-up. The retail margin 
on furniture is generally 40 per cent, and the shops are * 4 
asking for this to be raised to 50 per cent on the ground 
that selling costs are rising. The industry feels that this ; 
cemand is unreasonable in view of the expansion of furni- 1 Weekly wage rates rose-by 7 per cent during 1955, the 
ture sales, and the exhibition opened with a noticeable oe rey for en nes about 12 million 
undercurrent of tension, in which the majority of manufac- workers received increases in basic pay amounting to nearly 
turers were doggedly calculating the retail prices of their £5 million a week. In December the index of weekly wage 
goods on the basis of the old 40 per cent margin. Since sa based on June, 1947; stood at 154—exactly the same 
the exhibition is opened to the public on certain days, the evel as the 1947-based index of retail prices. 
manufacturers have a chance of putting their case direct to 
the potential buyers of their goods, before the next meeting > 
with the retailers is held. 

The number of vacancies remaining unfilled on labour 

exchange books declined during November by 13,000 to 

388,000 and there was a slight increase in the number of 

SHORTER NOTES unemployed. But these changes still left 388,000 vacancies 
for workers against only 2§5.00¢ people out of work. 

Sir Ellis Hunter’s observations about the Dorman, Long 
dividend at the annual meeting on Thursday will, it must . ; 
te hoped, finally settle the recent controversy. There is no f 
undertaking on the part of the company to limit dividends— Rubber prices have fallen sharply ; spot rubber in London 4 
2s some people had wrongly inferred from the juxtaposition is now about 32d.-a lb, compared with 363d. at the begin- 7 
of two phrases in the directors’ report. In deciding on the _— ning of the month. i 

indeed, makes an important point that 4 

N refiects on dividend policy: “The | 

Company otes primary function and duty of directors is y 
to maintain the corpus of their under- a 

taking, to keep it in good health and to 4 

UNITED STEEL. The directors shares were offered to the public but have make it grow, for it cannot stand still. é 
end staff of United Stee] set themselves been found necessary to meet the And in performing this function both its 4 
the formidable task of designing a set of “rapidly increasing demand.” Before labour and its capital must be rewarded 4 
eccounts which would inform and instruct their completion “circumstances may or the one will not serve it and the other { 
28.000 shareholders and 33,000 employees. make it prudent to raise more capital.” will pass it by.” 4 
Their report for 1954-55 succeeds admir- There is still the uncalled portion of the * 4 


ebly; the accounts are “full” in the true 
tense, for they include details of sales and 
expenditure ; they bring out the impor- 
tant items and changes, making neat use 
of notes for supplementary detail re- 
Guired by law ; and all this is presented in 
& Most attractive format—with an informa- 


43 per cent debenture stock (1968-78). 
The Iron and Steel Realisation Agency 
has already lent £4} million on_ this 
debenture and a balance of £54 million 
remains, which the company is under an 
obligation to take not later than the end 


Years to Sept. 30, 


BOWMAKER. Despite the credit 


squeeze, despite the instructions to the> 


Capital Issues Committee not to allow 
the hire purchase finance companies to 
raise new capital, and despite the hire 
purchase restrictions, the outstanding 


ee eee 


tive statement from the chairman, Sir 1954 1955 accounts of Bowmaker rose from 
Walter Benton Jones to crown the achieve- Income and expenditure: ./ £ £7,998,568 to £13,829,527 in the year to 
nn Sales, etc, coe $2,408,000 aia October 31st. In the consolidated accounts 
94 aw materials, etc... . : ’ : : : ‘ 

In the last ten years the United Steel = -...... 48/974'000 21'146,000 this sum is described as “debtors under 
group has raised its production of steel Delivery charges .... 3,570,000 3,977,000 hiring and deferred payment agreements, 
ty about 63 per cent and of pig iron by Taxation .......+00 aaa oa bills and notes receivable and stock of 

. Retentions.......++. ,0¢ ,655, z 99 eae ss 
ebout 80 per cent, and has spent about SUSa Suna tt 100,000 1.264009 _Teturned merchandise.” On the liabilities : 


£54 million on capital account. Rather 
more than half of this sum has gone on 
expansion and rather less than half on 
replacement and modernisation. The 
funds have been found from £7,700,000 of 
new capital, £5,200,000 from colliery com- 
pensation, £2,500,000 from the realisation 
ci mvestments and £38,600,000 from de- 
reciation and reserve appropriations. 
The programme is by no means at an 
end. In the next three or four years 
ne group will spend at least another 
41§ million on schemes that were not 
contemplated when the United Steel 


£1 ordinary share at 45s. 3d. yields £5 10s. per cent. 


of April. But the company may not be 
in urgent need for money at that time ; 
it held £3,876,298 (against £352,158) in 
cash on September 30th, and current 
business is presumably no less profitable 
than was last year’s. 

Given a repetition of last year’s experi- 
ence, when about £8 million was put 
away in depreciation and reserves of all 
kinds. the costs of these further develop- 
ments need not act as an immovable drag 
on dividends. Sir Walter Benton Jones, 


side of the balance sheet the sum relating 
to “bankers for loans and acceptances ” 
has risen from £3,563,465 to £7,285,113 
and “deposits and retentions” from 
£2,291,956 to £3,171,278. This was the 
picture on October 31st, but on January 
1st the overdrafts of Bowmaker and other 
hire purchase finance companies were cut 
by I§ per cent. 

Not surprisingly, the chairman, Sir 
Arthur Morse, is critical of the measures 
taken by the Government to restrict hire 
purchase. He declares that the steps so 
far taken do not have the desired result 


aie as gy ee 2 
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because other sources of money available 
to hire purchase companies have remained 
open and the companies have naturally 
turned to those sources for additional 
funds or to replace those withdrawn by 
the banks. Sir Arthur also notes the 
growing number of finance companies 
with a capital of less than £50,000, which 
thus escape the sieve of the Capital Issues 
Committee, and is plainly not impressed 
with the trading methods and financial 
security of many of them. 


On October 31, 


1954 1955 
Cons. balance sheet:- £ £ 
Net fixed assets ..... 249,501 296,016 
Net current assets ... 2,326,180 3,855,962 
EM Gre scheme nee 417,889 386,682 
Debtors, €tc......... 7,998,568 13,829,527 
Advances, etc. ...... 269,345 435,647 
Bankers for loans, etc. 3,563,465 7,285,113 
Deposits & retentions 2,291,956 3,171,278 
Unearned charges ... 622,594 1,160,946 
Capital reserves ..... 60,953 488,998 
Revenue reserves .... 594,593 733,782 
Ordinary capital..... 343,750 750,000 


ds. ordinary share at 18s. 3d. yields £6 3s. per cent. 


Sir Arthur speaks from a strong posi- 
tion in the field of hire purchase finance. 
In the year to October 31st. Bowmaker’s 
profits before tax rose from £418,915 to 
£518,934 and the directors more than 
fulfilled their promise to pay a dividend 
of 20 per cent on the increased ordinary 
capital of £750,000 by distributing 224 per 
cent. In view of the increase in funds 
accruing from the rights issue (arranged 
before the CIC ban came into force) Sir 
Arthur says that the advance in profits 
cannot be described as “substantial.” 
But he points out that time must elapse 
before the return on the new funds is 
realised and that in the balance sheet 
“unearned charges and interest” have 
nearly doubled, from £622,594 to 
£1,160,946 ; “ this will be reflected in the 
revenue accounts of the future.” 


* 


COLVILLES. The recent annual 
general meeting of Colvilles was tinged 
with sadness for the 45,000 shareholders 
(95 per cent of whom own 500 shares or 
less) because it marked the retirement 
from the chair of Sir John Craig, who has 
served Colvilles for 67 years. His experi- 
ence will still be at the disposal of the 


company, for he retains a seat on the 
board and his services to the company 
and to the industry have been properly 
recognised by his appointment as 
honorary president of Colvilles. 

In his valedictory address Sir John 
recalled that when he started at Colvilles 
in 1888 the world output of steel was 
about 9 million tons a year; in 195§ it 
was about 250 million tons. Looking 
back over those years of expansion, Sir 
John took particular pleasure and pride 
in the record of cordial and co-operative 
relations between management and 
employees, in the work of the Iron and 
Steel Federation, and in the “typically 
British compromise which combines 
government supervision and the great 
advantages of individual responsibility 
and enterprise” which now governs the 
actions of the steel industry. Nor did he 
forget the shareholders. The directors, he 
says, decided to pay a higher dividend 
than that indicated in the prospectus (II 


Years to Sept. 30, 


1954 1955 

Income and expenditure :- £ £ 
PabA GS aa 52,416,000 57,128,000 
Materials, etc........ 37,711,000 38,703,000 
Depreciation ........ 935,000 1,031,000 
Debenture interest... i 35,000 
Wests. Ob... Gikiccne 9,086,000 10,296,000 
DRGRONON 5 ois Ke tars 2,263,000 2,981,000 
Gross dividends ..... 620,000 1,167,000 
rere. cb hii ds 1,801,000 2,915,000 

£1 ordinary share at 39s. 9d. yields £5 I1s. 

per cent. 


per cent, against a forecast of 9 per cent) 
because the trading results were so much 
better than the directors could foresee at 
the time of the prospectus and “ because 
they believe that the ordinary shareholders 
should immediately share in the pros- 
perity of the company, just as they are 
expected immediately to bear the brunt 
of any recession in earnings.” This, 
unfortunately, is a truth that some boards 
still ignore. 

Not content with looking back, Sir John 
looked forward too. He noted that the 
progress of development at Ravenscraig 
is well up to time and disclosed that the 
directors, appreciating that further 
schemes of development must be pursued, 
had actively under consideration “ what 
might be termed a second five years’ 
programme.” 
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LONDON STOCK EXCHANGE 


Next Account begins: February Ist 
Next Contango Day: 
Next Settlement Day: 


The indeterminate state of markets 
persisted with prices tending to fall until 
late on Monday, when buyers appeared 
at the lower levels, and Tuesday opened 
with a distinctly better undertone. Gilt- 
edged prices after hardening at first 
inclined to ease and over the week are up 
to a point lower. War Loan 3} per cent 
was quoted on Wednesday at 74, against 
75, Consols 24 per cent at §5}, and British 
Gas 3 per cent at 71%. The fall on Wall 
Street, now arrested, reflects itself in the 
prices of Chrysler, down $7} at $149} and 
Ford $5} down at $1184. Borax Con- 
solidated fell §s. to 8 a4. 


February 1st 
February 7th 


* 


Industrials were mainly lower on the 
week, but the falls can be measured in 
most cases in pence. Exceptionally weak 
Metal Industries slumped at one time to 
17s. 3d. on the passing of the interim 
dividend but recovered to 19s. 6d., against 
25s. 43d. last week. Steel shares hardened 
in advance of the South Durham issues, 
the lists for which closed at 10.5 a.m. on 
Thursday. One feature of the market has 
been a rise of 8s. 6d. to 49s. in South 
African Breweries and ros. 6d. to 4os. in 
Ohlsson’s Cape Breweries. On a forecast 
of increased consumption of oil for com- 
mercial and industrial purposes at a fuel 
efficiency conference on Wednesday, oils 
burst into life, British Petroleum rising 
5s. to stand at §%, but Burmah and Shell 
though rising 2s. 14d. and 3s. 9d. respec- 
tively on the news only recovered their 
earlier losses. 


* 


Gold shares staged a minor boomlet on 
continental support, but it was short- 
lived and prices have inclined to ease 
again. Free State Geduld gained §s. to 
334, Daggafontein 1s. 10}d. to 2}4, and 
President Brand *& to 233. The Winkel- 
haak 1os. shares were offered to the public 


at 15s. on Thursday and the lists closed 
at 10.5 a.m. 
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FINANCIAL TIMES INDICES 










Security Indices Yields 


Ord.* | Fixed | 24% Ord. 


Int.t Cons. | 
an a 
% % 
4°85 | 5:42 
4-57 5:43 
4-60 | 5-51 
4-59 | 5-49 
4:59 | 5-44 






Total bargains 


1956, High} 203-5 | 99-37 | 1956 
(Jan. 3) (Jan. 3)] Jan. 18 8,812 
» Low.] 186-3 | 97-78 » 39) 1,690 
Jan. 23)\(Jan. 249 ,, 20) 1,747 
1955, High} 223-9 | 115-97] ,, 23 10,488 
July 21) (Jan. 7)] ,, 24) 8,944 
Low.] 175-7 98-23 » 25) 8;656 


Mar. 15) (Sept. 2 


j 


* July 1, 1955 100. 


t 1928100 
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TISH FUND ; : 
Prices, Jan. 1 BRI a s , | Price, Yield, se Prices, Jan. 1 | Last Two ORDINARY Price, | Price, Yield, 
o Jan. 25, 1956 GUARANTEED iJan. 18, Jan. 25, | Jan. 25, Jan. 25 o Jan. %, 156) Dividends ‘ao 18, Jan. 25, Jan. 25, 
7 | 1956 | i956 |” 1956 ' | 945.2 -| (a) () () | STOCKS $6 | 1956 |” 1956 
High | Low | STOCKS § High L Low | 
ie ; £ s. d.|£ s. d. % | % \STEEL & ENGINEERING) or ee z 
98 | OT% Funding 23% "52-57 ..... 97 # 97% 3 0 8'4 6 411399 |6 | 4 @ © BBSAL. ED .cdcceeses. 36/- 35/- 514 3 : 
99% | 98§ (War Bonds 24% °54-56...) 98%} 99 3 711,44 7 5ip13- 12/1 | 10§5| 34a\Cammell Laird 5/-..../ 12/6 | 12/46 |512 0 
95 94%; |War Loan 3% °55-59..... 945 94% 3 1 7/410 OJ} 40/13 | 37/6 } 3 a! 8 biColvilles f{1.......... | 38/- S9/3 1512 2 
99 # 99% (Conversion 4% °57-58....) 994 9945 2 911) 4 5 92) 33/10} 31/3 | 8c ~- 8 cDorman Long fl..... 31/9 | 32/- 5 0 0 
164 96 Serial Funding 24% 1957.) 964% 9646 3 5510/4 7 9 | 53/74 46/43 | 20 ci 3haGuest Keen N’fold {1.; 46/3 469 4 5 Tm 
i 923 (Conv. 2% 1958-59....... 93% 93% (3 9 9)4 TF 8li T5/- 67/6 5 a 12)bStewarts & Lloyds {1.; 69/44 | 69/9 > @ 5 
iit | 9Of ‘Exchequer 2% 1960 ..... 90% | 90 | 313 8) 411 5 | 46/10} 42/10} 44) 8 bSummers (John) £1...) 43/6* | 43/3*|5 11 0 
143 944 Exchequer 3% 1960.....| 9448 | 943 |3 2 714 8 3149/9 | 45/- 4a 8b United Steel £1...... 45/9* | 45/6" | 5 9 11 
884 86 Savings Bonds 3% '55-65.| 863* | 863* 3 7 3) 414 91} 42/14 | 36/9 66 =62ha Vickers {1 .......... 57/44 | 37/44} 410 11 
113 891% Funding 24% °56-61..... 1 91 | 9; |3 9 0141210! TEXTILES 
81} Funding 3% "59-69...... | 817 | 81} 311 3}5 1 Olf 24/6 22/74 6 b 4 a Bradford Dyers {1 . 23/3 23/3 812 1 
2k 90; Funding 4% °60-90...... 91} 91 416 1/614 5el 23/73 | 20/44} 76 3 aBrit. Celanese fl..... 22/- | 214 19 6 1 
81; 79% ‘Savings Bonds 3% °60-70.; 80g | 793* 3 1011! 419 10/} 25/103; 23/- 6}5 24a Coats (J. & P.) £1....) 24/- 24 + 520 
1 | 893 |Exchequer 3% '62-63....| 90} | 89% 5 6 3}413 111) 44/7 | 38/93} 66 4 aCourtaulds {1 ....... 40 wie iS -k 3 
854 (Exchequer 24% '63-64...; 85% | 853 311 4)415 412} 30/- 25/9 5a 746 Lancs. Cotton {1..... 27 /- 27/3 S 3 3 
1 79% Savings Bonds 24° 64-67 803 7193 313 6)418 42} 31/734 287-- | 1086 2ha Patons & Baldwins {1\ 29/6* | 28/9* | 8 13 1] 
i} 76} Savings Bonds 3% '65-75.| 774* 76g* | 3 7 2)417 1 Motor & AIRCRAFT 
934 (Victory 4% °20-76....... | 9) | 93% 219 3/414 5t] 21/9} | 19/73 4b 34a Bristol Aeroplane 10/- 20/3 19/9 511 5 
83h 81} (Funding 3% in ere | 62° {| 88 {3 ill 1 419 91] 9/- | 7/11} 4a 846 British Motor 5/-..... a 8/3 711 6 
882 854% (Conv. 358% 1969. ......0. 87} 85) 5 7 21419 5 | 25/9 | 22/6 74c Nil c\De Havilland {1..... 23/6 23/- Nil 
83} | 81 [Treas. 3§% °77-80....... 81g | 81h | 3 210/417 21)44/3 | 38/3 | 15 c| 24a/Ford Motor f1....... 40/- | 39/9 | 315 60 
844 | 80$ |Treas. 3$% °79-81....... 81}* | 80;* 3 2 31416 21) 80/6 | 72/- 5 a. 12)bHawker Siddeley {1..| 75/- | 75/- 1413 4 
» | 69% |Redemption 3% °86-96...| TO§ 70 3 0 9}414 51] 44/4$ | 39/6 25 c 30 cLeyland Motors {1...| 41/3 | 40- |5 O Om 
Sit | 784k Funding 33% 1999-2004..| 79% | 78} 216 6}412 21)122/3 \108/6 1235 5 aRolls-Royce {1 ...... 110/- 1112/6 | 3 2 3 
&4¢ | 814) |Consols 4% aft. Feb. ’57..| 823* 813* | 216 3) 417 10f] 8/0} 7/0} 12 c| 12 cStandard Motor 5/-...| 7/3 {| 1/3 8 5 6 
I 73% (War L’n 34% aft. Dec. 52 75 74 |214 71415 4f SuHops & STORES a 
763 | 73% ‘Conv. 34% aft. April ’61. 14} 73 | 215 0|}416 3f] 18/103) 16/6 1736 3 aBoots Pure Drug 5/-..; 17/- | 16/9 |4 2 lz 
663 | 64 (Treas. 3% aft. April ’66. 654 644 | 21311) 414 5f] 35/10}, 33/14 | Tha 20 6 Debenhams 10/-..... ( 33/78 | 33/78 '8 3 7 
S6f | 54 (Consols 24%............ 553 544 | 21210/412 Of} 43/3 | 37/6 | 4% 5 15 aGt. Universal 5/-..... | 39/6* | 39'6* | 711 11 
56} 53% (Treas. 2}% aft. April 75 | 55} 54} 213 4/413 4f] 94/3 | 89/- | 1746 5 aLyons(J.) ‘A’ £l..... 31/3 | 91/3 1438 3 
98% | 95% (Br. Elec. 44% '67-69..... 963* 964* | 218 7)417 61} 70/1} | 63/6 30 5 17ha Marks & Spen. ‘A’ 5/-.} 65/6 644- |314 3 
803 | 783 (iBr. Elec. 3% '68-73...... 79 784 3 8 9|419 21} 64/10}, 57/6 20 a 36%b Woolworth 5/-....... 59/3* | 59/-* | 416 0 
794 | 766 (iBr. Elec. 3% °74-77...... 17h 774 xs &. 61436 33 nis OIL: “ 
95 92% (Br. Elec. 44% '74-79..... 934 93 {218 1)417 liplle- | 99/- 14 5 5ta British Petroleum {1 .'100/7$ 105/74 2 16 10; 
834% | 81% (Br. Elec. 34% °76-79..... 82} 81 |3 2 9/}417 31} 16/6 | 66/- 74a, 134bBurmah f1.......... | 68/9 | 69/44 3 0 Ti 
90; | 88% \Br. Gas 4% ’69-72.,..... 893* | 88§* | 3 3 3) 419 8) £635 | £583 10 6 6 a Royal Dutch 100 fl. ..| £603 £60 299 
87%; | 851% Br. Gas 34% '69- a e . 86 8} |3 5 4/419 5146/6 129/- 10+b| _5taShell Reg. £1 ages: - 1132/6 133/9 |318 0 : 
73% 70} Br. Gas 3% '90-95....... 71% 703 |3 0 5/413 6/1 37/6 | 32/6 5ta| 16§+b Trinidad L’holds 5/-..| 33/3 | 33/6 | 413 5p i 
80% 78} (Br. Trans. 3% °68-73..... 79 783 $8 91419 23 SHIPPING 5 
90} 884, Br. Trans. 4% '72-77..... 894 883 |3 0 5 | 417 _ -.. ~ - b ae Withy fi. !| ha = hm | : ss - ‘ 
73 10% (Br. Trans. 3% °78-88..... 71 Tlie | 3 211/415 /- | 50, c c Furness Withy {1....| 52/- | 51/- | . 
: , . ci ‘ | 35/9 | 31/14! 136 3aP. & O. Def. {f1...... 32/- | 31/6 |5 1 Tm: : 
— | | MISCELLANEOUS 2 
e) To earliest date. (f) Flat yield. (/) To latest date. * Ex dividend. | 95/3 | 71/3 | 14 ¢ Tha Assoc. Elect. {1...... | %5/- 1172/6 |317 3 i 
+ Assumed average life approx. 11 years. § Less tax at 8s. 6d. in {. Nn0&s/6 | 98/- | 155 5 a/Assoc. Port. Cem. {1..101/3 100/- |4 0 0 2 
—————e————— nn eee 539 1 47/- | 15 56 = 1§a Bowater Paper {1....; 49/44 | 48/9 | 4 0 Ow 4 
Prices, 1955 | Prices, Jan. 1| TRUSTEE Price, | Price, | Yield, | 53/4$ | 50/73, 746 4a@B.1.C.C. {1.......... | 52/- | 51/6 | 317 8m ‘ 
an toJan.25,1956) STOCKS AND Jan. 18,'Jan. 25, Jan. 25, | 53/- | 45/9 FA. ote ee a a 7 915 2 8 4 
as ine " , ~ 1956 60/- 55/- | c| a| Brit. Amer. Tob. -. - |413 2 a 
Hish | tae High | Low FOREIGN BONDS 1956 | 1956 1 $644 | $593 |. 3a) 3 bCanadian Pacific = $62} $603 (§4 8 6 5 
| | “x ‘£ s. d. | 44/9 | 35/10}! 14a rye Sete Peanaes 4° as a 08 36/5* | 416 6 3 
948; 79 80} 79 ‘Aust. 3$% ’65-69..../ 814 | 81 |5 2 64) 25/9 | 21/10} @)Vuniop Kubber 22/6 |6 4 5 2 
101. | 87 | 71 | 86} Covlon 49, '13-75 .... 83t | 884 | 418 71] 66/1} | 5844, 840 4 a/English Elect. £1..... | O1/3 | 6O/- | 4 3 4 j 
103} | 87%) 88 | 87} IN. Zealand 4% '76-78.| 87$ | 87} | 418 71)65/6 | 586 | 44a 9$bGeneral Elect. {1..... 60/6 | 60/-- (413 4 
88 | 87$| 644} 614 |L.C.C. 3% aft. 1920..| 634 62} | 416 0 | 49/10} 45/13 | 6b 4 amp. Chemical {1....| 46/3 | 45/3 (4 8 5 z 
99 | 83 | 85) | 844 |Liverpool 3% '54-64.., 854 | 854 | 5 1 O1} 62/13) 59/44 | nant 84a\Imp. Tobacco {1..... 59/6 | 61/4 |616 7 <3 
84 | 65 | 68% | 66 M.Wtr.‘B’3%'34-2003} 684 | 68} | 413 0J/}$1533 jeaseg 2-90c $3-75c¢ Inter. Nickel n.p.v. oe ys 8145} ' 411 10 _ 
102} | 943 | 97 95} Agric. Mort. 5%, 59-89, 964 | 964 '5 4 61 64/6 58/3 | a b TialL ondon Brick £1 Sane 519 2 3 
122¢ | 91 | 112% | 105$ German 7%......... 108-107 . | 29/3, | 27/14 | 1530, 6§a\MonsantoChemicals5/-| 28/3 219 |\411 
13, | 149 | 1994 | 193° German 54%........ 197 | 1944 . | 69/14 | 65/14 | 44a) 12 b Tate & Lyle £1 ...-..| 66/108) 65/74 | 5 0 7 4 
12 | 160 a | 208 |Japan 5% 1907...... | 211g | 2123 < oe ioe pee a Tureer & Newt. an hone | heey 4 
0/ j a | = 3 ‘ 
254 190 | 256 | 2474 Japan 54% Conv. 1930 a | 2564 | on 74/6 | 66/6 | 936 & atleieves £1 ..:.0c0., 69/44 | 68/9 1411 BA 
41/74 | 36/6 | 7446, 5ta United Molasses 10/-..! 38/6 | 37/- |519 64 
“Prices, tae ce ee ee ee i . 40/— | 36/103) 27}td 7 Tea & an £1. < 3h 36/6 2811 3 
rices, Jan. | Last Two | | Price, | Price, Yield, 2/103 2/4 | IG Sa -onc on Asiatic Rbr. 2/- 2/5} 112 6 0 
o Jan. 25, 1956! Dividends | ee Jan. 18,Jan. 25, Jan. 25, | 61/9 | 54/4$ | 27$c| 15 ajUnited Sua Betong £1) §5/7$ | 55/74 | 917 8 
lig ot | | 19 9 INES 
High Low (a) (b) (ce) | | 1956 1956 1956 8h 84 ial Odedchee IO... 8} 8414 5 6 
a Banks & DISCOUNT £ s. d. 1132/6 |127/6 | 120 b| 80 ajDe Peers 5/- Bearer../130/- (128/9 | 715 3 
50/- | 45/- 5 a| ‘7 bBarclays{l......... 46/6* | 45/6" |5 5 6177/23 67,6 | ... |... |Free State Geduld 5/-.) 68/9 | 73/1} Nil 
56/10} 54/- 6 al 6 biLloyds ‘A’ £5, £14 pd..| 55/-* | 55/-* |5 9 11 48/- | 43/— | 10a] 12)0/Randiontein {1...... | 43/- | 45/- |10 0 0 
72°44 68/3 9a) 9 bMidland £1, fully pd. .| 70/-* | 69/6 |5 3 7 * ot 99 | 24 4 28 c\London Tin 4-...... 10/- | 9/93 11 8 6 i 
69/10) 66/— 9a) 9 ON. Prov. ‘B’ £5, £1 pd. 66/6* | 67/-* | 5 7 6 | 39: | 50 al 212j))Rhokana {1......... 393 | 403 1610 5 4 
7 : a Ss 8a 8 bWestmstr‘B'£4,f1} pd. a os : : ; k Cl p ; 
4 33a) 33d Alexanders {1....... - i . . 
6 — | 39/6 sf] BttINat Dise. BY Gi... 406° | 406" 418 9 - New Yor Gaene 5 Sica 
3/3 | S/- 64a} 6}b Union Disc. {1....... 48 6 6 ; ; ; 
ih 32/1, | acl ¢eBare. (D.C Sa! 34/- | 35 316 2s | Jan. | Jan. _ = 7 jan. 
9 | 40/- 746, T4aChart. Bk. of India {1 41/- | 40/6 7 8 2 25 2 25 
INSURANCE $ s $ $ $ 
20} 188 | 40 c 12}a Leg. & Gen. {1....... 19} 18) 2 3 3 (Balt. &Ohio..| 442 | 44§ Am. Smelting.’ 49 | 51 [Inter. Paper.. 1134 112 
<4 214 | 45tb| 20ta Pearl 1, fully pd.....| 23 | 214 5 5 2 (Can. Pac. .. 334 | 32} JAm. Viscose... 495 50 at. Distill. ... 22§ | 21% 
48h | 44h 1124te ee A’fl....| 4 45 (410 9 N.Y. Cent. ...) 41 | 419 Fel. of Am... .| 199 | 19) Bears Roebuck) 333 | 32} 
BREWERIES, Etc. Pennsvyl. .. 24 234 hrysletr 8li if hell 663 68s 
114/- | 10 4| 33 db Bass /1 116/3 /115 7 9 7 JAmer, Tel. ....179§ 180} fGen. Elec 544 549 Std. Oilof N.J. 1414 1464 
22/4 | 104) 6a Distillers 68 23,6 22 9 416 8 tand, Gas 104 103 on. Motors 44 43; S. Steel 54 55 
10) 43.3 8 a 17 bGuinness 10 44/44 44°44 512 8 Pnited( —. 6 soml year 62 61) Westinghouse. 58) 58) 
, 09/9 14 6 SOT @Whitbread ‘A’ Ord. {1 70 7106 6 0 W. Union Tel.) 3 Inter. Nickel N oolworth 45 
* Ex dividend. ¢ Free of tax. Gross yield 1) Interim dividend b) Final dividend ¢) Year's dividend. (¢) To earliest date (/) Plat yield lg) On 
5 1%. (A)Assumed maintenance of final dividend on increased capital. (+) On 109% On 15%. ) lo latest date. im) On 10% mn) On 8% p>) On 


(@) On 22°1%  (s) On 6F%. (f) On 139%. (#) On 9%. (w) Om TH. w) On 14%. (4) On 124% 
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, but there is some reason for supposing that this is an 
“underestimate. The Board of Trade’s estimates for the trade 
the department stores and the independent furniture 
Bhops show a rise of 6 per cent for the stores and 5 per cent 





¥ “ 


f the independent shops. 


The furniture industry is less concerned about the present 
ing difficulties of the multiples than it is about the 
Wetailers’ demand for a higher mark-up. The retail margin 
> furniture is generally 40 per cent, and the shops are 

for this to be raised to 50 per cent on the ground 
“that selling costs are rising. The industry feels that this 
nd is unreasonable in view of the expansion of furni- 
. sales, and the exhibition opened with a noticeable 
Btercurrene of tension, in which the majority of manufac- 


‘turers were doggedly calculating the retail prices of their © 


ee on the basis of the old 40 per cent margin. Since 
“the exhibition is opened to the public on certain days, the 
“manufacturers have a chance of putting their case direct to 
the potential buyers of their goods, before the next meeting 
with the retailers is held. 


og 
% 


SHORTER NOTES 


Sir Ellis Hunter’s observations about the Dorman, Long 
dividend at the annual meeting on Thursday will, it must 
be hoped, finally settle the recent controversy. There is no 
undertaking on the part of the company to limit dividends— 
as some people had wrongly inferred from the juxtaposition 
of two phrases in the directors’ report. In deciding on the 


Company Notes 





UNITED STEEL. The directors 
and staff of United Steel set themselves 
the formidable task of designing a set of 


accounts which would inform and instruct their completion 


shares were offered to the public but have 
been found necessary 
“rapidly increasing demand.” 
“circumstances may 
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8 per cent dividend, the directors took into account the fact 
that the increase in trading profits before tax was less than 
the increase in the estimated cost of completing the develop- 
ment programme and providing for working capital. They 
also had regard to the fact that last year’s profits included 
substantial profits on stocks, higher prices on export sales, 
and the working of plants up to and above normal capacity. 


* 


Weekly wage rates rose by 7 per cent during 1955, the 
largest increase for any year since 1951: about 12 million 
workers received increases in basic pay amounting to nearly 
£5 million a week. In December the index of weekly wage 
rates based on June, 1947, stood at 154—exactly the same 
level as the 1947-based index of retail prices. 


* 


The number of vacancies remaining unfilled on labour 
exchange books declined during. November by 13,000 to 
388,000 and there was a slight increase in the number of 
unemployed. But these changes still left 388,000 vacancies 


_ for workers against only 255,000 people out of work. 


* 


Rubber prices have fallen sharply ; spot rubber in London 
is now about 32d. a lb, compared with 363d. at the begin- 
ning of the month. 


indeed, makes an important point that 
reflects on dividend policy: “The 
primary function and duty of directors is 
to maintain the corpus of their under- 
taking, to keep it in good health and to 
make it grow, for it cannot stand still. 
And in performing this function both its 
labour and its capital must be rewarded 
or the one will not serve it and the other 


to meet the 
Before 


28,000 shareholders and 33,000 employees. 
Their report for 1954-55 succeeds admir- 
ably; the accounts are “full” in the true 
sense, for they include details of sales and 
expenditure ; ; they bring out the impor- 
fant items and changes, making neat use 
of notes for supplementary detail re- 
quired by law ; and all this is presented in 
§most attractive format—with an informa- 
tive statement from the chairman, Sir 
Walter Benton Jones to crown the achieve- 
ment. 

In the last ten years ‘the United Steel 
group has raised its production of steel 
by about 63 per cent and of pig iron by 

t 80 per cent, and has spent ubout 
£54 million on capital account. Rather 
More than half of this sum has gone on 
expansion and rather less than half on 
teplacement and modernisation. The 

have been found from £7,700,000 of 


Rew capital, £5,200,000 from colliery com- 











Pensation, £2,500,000 from the realisation 
vestments and £38,600,000 from de- 

Preciation and reserve appropriations. 

programme is by no means at an 










wd. In the next three or four years 


the group will spend at least another 


; fis million on schemes that were not 


Cniemplated when the United Steel 


make it prudent to raise more capital.” 
There is still the uncalled portion of the 
4% per cent debenture stock (1968-78). 
The Iron and Steel Realisation Agency 
has already lent £4} million on this 
debenture and a balance of £54 million 
remains, which the company is under an 
obligation to take not later than the end 


Years to Sept. 30, 


1954 1955 
Income and expenditure:- £ £ 
Sales, 16s" 555 ct xk 2,486,000 90,482,000 
Raw materials, etc... 48,904,000 49,848,000 
WEB is a coat he kee 18,974,000 21,146,000 
Delivery charges .... 3,570,000 ,977,000 
ORME. oc cctacces 4,388,000 6,592,000 
Retentions. ......... ,650,000. 7,655,000 
Net dividends. ..:... 000 1,264,000 


1,000, 
£1 ordinary share at 45s. 3d. yields £5 10s. per cent. 


of April. But the company may not be 
in urgent need for money at that time ; 
it held £3,876,298 (against £352,158) in 
cash on September 3oth, and current 
buSiness is presumably no less profitable 
than was last year’s. 

Given a repetition of last year’s experi- 
ence, when about £8 million was put 
away in depreciation and reserves of all 
kinds, the costs of these further develop- 
ments need not act as an immovable drag 
on dividends. Sir Walter Benton Jones, 








will pass it by.” 
* 


BOWMAKER. Despite the credit 
squeeze, despite the instructions to the 
Capital Issues Committee not to allow 
the hire purchase finance companies to 
raise new capital, and despite the hire 
purchase restrictions, the outstanding 
accounts of Bowmaker rose from 
£7,998,568 to £13,829,527 in the year to 
October 31st. In the consolidated accounts 
this sum is described as “debtors under 
hiring and deferred payment agreements, 
bills and notes receivable and stock of 
returned merchandise.” On the liabilities 
side of the balance sheet the sum relating 
to “bankers for loans and acceptances ” 
has risen from £3,563,465 to £7,285,113 
and “deposits and retentions” from 
£2,291,956 to £3,171,278. This was the 
picture on October 31st, but on January 
1st the overdrafts of Bowmaker and other 
hire purchase finance companies were cut 
by 15 per cent. 

Not. surprisingly, the chairman, Sir 
Arthur Morse, is critical of the measures 
taken by the Government to restrict hire 
purchase. He declares that the steps so 
far. taken do not have the desired result 
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because other sources of money available 
to hire purchase companies have remained 
open and the companies have naturally 
turned to those sources for additional 
funds or to replace those withdrawn by 
the banks. Sir Arthur also notes the 
growing number of finance companies 
with a capital of less than £50,000, which 
thus escape the sieve of the Capital Issues 
Committee, and is plainly not impressed 
with the trading methods and financial 
security of many of them. 


On October 31, 
1954 1955 
Cons. balance sheet:- £ £ 
Net fixed assets ..... 249,501 296,016 
Net current assets... 2,326,180 3,855,962 
So SRR Seer paras 17,889 386,682 
Debtors, etc......... 7,998,568 13,829,527 
Advances, etc. ...... 69,345 35,647 
Bankers for loans, etc. 3,563,465 17,285,113 
Deposits & retentions 2,291,956 3,171,278 
Unearned charges ... 622,594 1,160,946 
Capital reserves ..... 60,933 488,998 
Revenue reserves . 594,593 133,782 
Ordinary capital..... 3,750 750,000 


5s. ordinary share at 18s. 3d. yields £6 3s. per cent. 


Sir Arthur speaks from a strong posi- 
tion in the field of hire purchase finance. 
In the year to October 31st Bowmaker’s 
profits before tax rose from £418,915 to 
£518,934 and the directors more than 
fulfilled their promise to pay a dividend 
of 20 per cent on the increased ordinary 
capital of £750,000 by distributing 224 per 
cent. In view of the increase in funds 
accruing from the rights issue (arranged 
before the CIC ban came into force) Sir 
Arthur says that the advance in profits 

cannot be described as “ substantial.” 
But he points out that time must elapse 
before the return on the new funds is 
realised and that in the balance sheet 
“unearned charges and interest” have 
nearly doubled, from £622,594 to 
£1,160,946 ; “ this will be reflected in the 
revenue accounts of the future.” 


% 


CGOLVILLES. The recent annual 
general meeting of Colvilles was tinged 
with sadness for the 45,000 shareholders 


(95 per cent of whom own 500 shares or- 


less) because it marked the retirement 
from the chair of Sir John Craig, who has 
served Colvilles for 67 years. His experi- 
ence will still be at the disposal of the 






SECURITY YIELDS % 
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VE Poe 
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company, for he retains a seat on the 
board and his services to the company 
and to the industry have been properly 
recognised by his appointment as 
honorary president of Colvilles. 

In his valedictory address Sir John 
recalled that when he started at Colvilles 
in 1888 the world output of steel was 
about 9 million tons a year; in 1955 it 
was about 250 million tons. Looking 
back over those years of expansion, Sir 
John took particular pleasure and pride 
in the record of cordial and co-operative 
relations between management and 
employees, in the work of the Iron and 
Steel Federation, and in the “typically 
British compromise, which combines 
government supervision and the great 
advantages of individual responsibility 
and enterprise” which now governs the 
actions of the steel industry. Nor did he 
forget the shareholders. The directors, he 
says, decided to pay a higher dividend 
than that indicated in the prospectus (II 


Years to Sept. 30, 


1954 1955 
Income and expenditure:- £ £ 
Sales C66. soe gies: 52,416,000 57,128,000 
Materials, etc........ + 37,711,000 38,703,000 
Depreciation ........ 35,000 1,031,000 
Debenture interest... wa 35,000 
Wages, ete... .ccces 9,086,000 10,296,000 
Faration cs ee. 2,263,000 2,981,000 
Gross dividends ..... 20,000 1,167,000 
Reserves .......+.., 1,801,000 . 2,915,000 
£1 ordinary share at- 39s. ‘9d. yields {5 ‘lls. 


per cent. 


per cent, against a forecast of 9 per cent) 
because the trading results were so much' 
better than the directors could foresee at 
the time of the prospectus and “ because 
they believe that the ordinary shareholders 
should immediately share in the pros- 
perity of the company, just as they are 
expected immediately to bear the brunt 
of any recession in earnings.” This, 
unfortunately, is a truth that some boards 
still ignore. 

Not content with looking back, Sir John 
looked forward too. He noted that the 
progress of development at Ravenscraig 
is well up to time and disclosed that the 
directors, appreciating that further 
schemes of development must be pursued, 
had actively under consideration “ what 
might be termed a second five years’ 
programme.” 






2%% CONSOLS: gross yield 


3% SAVINGS BONDS 1955-65: gross 
redemption yield at latest date 


LONDON STOCK 


Next Account begins: 
Next Contango Day: 
Next Settlement Day 


EXCHANGB 


February Ist 
February lst 
: February 7th 


The indeterminate State of market: 
persisted with prices tending to fall until © 


late on Monday, when buyers appeared 
at the lower levels, and Tuesday opened 
with a distinctly better undertone. Gilt. 
edged prices after hardening at first 
inclined to ease and over the week are up 
to a point lower. War Loan 34 per cent 
was quoted on Wednesday at 74, against 
75, Consols 24 pef cent at 554, and British 
Gas 3 per cent at 71%. The fall on Wall 
Street, now arrested, reflects itself in the 
prices of Chrysler, down $73 at $1493 and 
Ford $53 down at $1183. Borax Con- 
solidated fell 5s. to 8 a5. 


* 


Industrials were’ mainly lower on the 
week, but the falls can be measured in 
most cases in pence. Exceptionally weak 
Metal Industries slumped at one time to 
17s.. 3d. on the passing of the interim 
dividend but recovered to 19s. 6d., against 
25s. 43d. last week. Steel shares hardened 
in advance of the South Durham issues, 
the lists for which closed at 10.5 a.m. on 
Thursday. One feature of the market has 
been a rise of 8s. 6d. to 49s. in South 
African Breweries and tos. 6d. to 40s. in 
Ohlsson’s Cape Breweries. On a forecast 
of increased consumption of oil for com- 
mercial and industrial purposes at a fuel 


efficiency conference on Wednesday, oils. 


burst into life, British Petroleum rising 
§s. to stand at 5%, but Burmah and Shell 
though rising 2s. 14d. and 3s. 9d. respec- 
tively on the news only recovered their 
earlier losses. 

* 


Gold shares staged a minor boomlet on 
continental support, but it was short 
lived and prices have inclined to ease 
again. Free State Geduld gained §s. to 
334, Daggafontein 1s. 1o}d. to 2, and 
President Brand # to 233. The Winkel- 
haak tos. shares were offered to the public 
at 15s. on Thursday and the lists closed 
at 10.5 a.m. 
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' Net 
Jan. 1 BRITISH FUNDS Price, | Price, | Yield, a Prices, Jan.1 | Last Two ORDINARY ice, | Price, iel 
Jan 95, 1956 Jan. 18,|Jan. 25,| Jan. 25, Jan 95, {te Jan. 25, 1956} Dividends STOCKS ‘an. 18,|/Jan. 25,) Jan. 25, 
—+ 1 1956 | 1956 196° be (a) (6) (c) 956 | 1956 | 1 
High Low STOCKS § High | Low 
, | s d.| £ s.-d. % %e ‘SI i ENGINEERING £ s. d. 
98 97% lrunding 22% °52- + ere 97 #8 97% | 3 0 814-6 41)39/99 | 34/6 4a PERI Te 5 eens eens /~ | 35/- |514 3 
ree 98}, War Bonds 24% °54-56 98 % 99 |3 7T11)4 7 51h 13/- | 12/13 10% 12/6 12/6 {512 0 
% 94%, |War Loan 3% '55-59..... 948 9492 | 3 1 7)]410 O12} 40/13 | 37/6 3a 8 b|Colvilles An wad oa antes 8 /- 39/3 |}512 2 
9H | 99;: Conversion 4%, °57-58.. 994 | 9936 | 2 911) 4 5 92} 33/103) 31/3 8c 8 ¢\Dorman Long {l.«... 31/9 | 32/- |5 0 0 
96 ~=|Serial Funding 24% 1957. 96% 9644 | 3 51014 7 9 | 53/Th | 46/43 Oc 33a Guest Keen N’fold £1.| 46/3 46/9 4 5 Im 
923 (Conv. 2% 1958-59....... 3% | Se 13 9 914 7 81] 75/— | 67/6 5a 12))|Stewarts & Lloyds fl. 69/44 169/99 15 0 5 - 
90 90} Exchequer 2% 1960 ae 90 48 904% | 313 8] 411 5-] 46/103) 42/10} 4a 8 b\Summers (John) £1...| 43/6* | 43/3* | 5 11 0 
944 (Exchequer 3% 1960 ..... 94H | 94 |3 2 714 8 3449/9 | 45/- 4 a| 84b|United Steel {1...... 45/9* | 45/6" |5 911 
86 ‘Savings Bonds 3% '55-65.| 863* 863* | 3 7 31414 91] 42/14 | 36/9 6 5 ayeVickers BE Grebure ake 37/44 | 37/44 | 4.10 11 
9 8933 {Funding 23% °56-61..... 91 90; |3 9 0] 412107 ‘TEXTILES 
81} |Funding 3% '59-69...... 81} 81} | 311 3}/5 1 Ol] 24/6 | 22/73 65 4 dtBcadton Dyers {1 . 23/3 | 23/3 |} 812 1 
92 90; Funding 4°, 60-90... .... 914 91 | 416 1] 614 5e} 23/7% | 20/43 7 6 3 aBrit. Celanese {1..... 22/- 21/6 |9 6 1 
i 79i |Savings Bonds 3% ’60-70.| 80% 79i* | 3 10 11 | 4.19 10/7} 25/103) 23/- 64d} 24a'Coats (J. & P.) £1....| 24/- 24/- 1 Se 
41 893 E xchequer 3% a oy 904 89% 3 6 3} 413 111] 44- 38/9} 66 4 ajCourtaulds {1 ....... 40/- | 39/6 S.3°3 
86} 85h \|Exchéquer 24% 63-6 ee 853 854 311 4)415 41} 30/7 25/9 5a 74b\Lancs. Cotton {1..... | 27/- 27/3 19 3 9 
81% | 79: Savings Bonds 24% 64. 67 802 79% 313 6|418 41} 31/7} | 28- 10 6} 23a/Patons & Baldwins £1) 29/6* | 28/9* | 8 13 11 
7162 |Savings Bonds 3% ’65-75.| 773* | 768*|3 7 2)417 11 Motor & AIRCRAFT 
ef 934 |Victory 4% ’20-76....... 954 93% 219 31414 5t} 21/93 | 19/73 63d 34a Bristol Aeroplane 10/-| 20/3 19/9 |}5 11.5 
813 |Funding 3% ’66-68...... 82* 813* |} 311 1)419 92} 9/7 7/11} 4 a _84\British Motor 5/-..... 8/3 8/3 7:42 6 
85% |Conv. 34% 1969......... 87} 852 3 7 21419 5 | 25/9 22/6 7}c\ Nil c\De Havilland {1..... 23/6 23/- Nil 
81 |Treas, 34% AE cig oa b:0'% 81% 81} 3 210|417 21) 44/3 | 38/3 16: ¢ ats Ford Motor f1....... 40/- 39/9 1315 6u 
803 /Treas. 34% ’79- 81 ioe diate ais 81}* 80f* | 3 2 31416 21) 80/6 | 72/- 5a) 12 ye rina Siddeley £1 ..| 75/- 75/- 1413 4 
69} |Redemption 3% 86-96. . 708 70 3 0 91414 511 44/44 | 39/6 25 c| 30 c\Leyland Motors {1...| 41/3 | 40/- |5 O Om 
sli | 7844 |Funding 33% 1999-2004..| 793 | 78% | 216 6|412 21)122/3 108/6 | 1245 5 alRolls-Royce {1 ...... 110/- 112/46 |3 2 3 
ut 8144 |Consols 4% aft. Feb. 57. . 823* 813* | 216 3) 417 10f} 8/0} 1/08 12 c| 12 c\Standard Motor 5/-...) 7/3 1/3 |}8 5-6 
™ | 733 |War L’n 3}% aft. Dec.’52| 75 4 #|214 71/415 4f SHops & STORES 
16} 73% |Conv. 34%-aft. April ’61..| 74% 73 | 215 0|416 3f] 18/103) 16/6 1736, 3 aj/Boots Pure Drug 5/-..) 17/- 16/9 |4 2 lt 
644 |Treas. 3% aft. April 66. .|' 654 | 644 | 21311] 414 5f] 35/10$| 33/1} | Tha} 20 b\Debenhams 10/- ..... 33/14 | 33/44|8 3 7 
54 Console 26%... cewdeas. 553 544 | 21210/}412 Of] 43/3 | 37/6 45 b| 15 ajGt. Universal 5/- ica ora 39/6* | 39/6* | 7 11 11 
53; |Treas. 2% aft. April 75.) 554 | 54¢ |213 4|413 4f] 94/3 | 89/- | 1745 5 ajLyons(J.) ‘A’ £1.....) 91/3 | 91/3 | 418 8 
95; Br. Elec. 44% ’67-69..... 963* 964* | 218 71417 61} 70/14 | 63/6 30 b| 17}a\/Marks & Spen. ‘A’ 5/-.| 65/6 | 64/-- |314 3 
78} |Br. Elec. 3% ’68-73...... 79 784 | 3 8 9|419 21] 64/103) 57/6 20 a) 36%b, Woolworth 5/-....... 59/3* | 59/-* | 416 0 
76%. |Br. Elec. 3% ’74-77...... 114 717¢ |3 5 6/416 51 Om 
% | 92% |Br. Elec. 44% °74-79..... 933 | 93 |218 1/417 1/)11~ | 99/- | 145) 5fa/British Petroleum £1 -}100/74 05/7) 2 16 10j 
3 813 |Br. Elec. 34% ’76-79..... 82} 81 |3 2 91417 31) 76/6 | 66/- 74a} 13$d\Burmah f1.......... 68/9 | 69/44 | 3 0 T% 
ae 884% |Br. Gas 4% ’69-72....... 893* | 887* 13 3 3) 419 81} £63 £58} 10 6| 6 ajRoyal Dutch 100 fi. “14 60 299 
87 85% |Br. Gas 34% ’69-71...... 86 854 3 5 41419 511146/6 |129/- 10tb| 5ta/Shell Reg. £1 PN i 2 / 133/9 |318 0 
ah 70} |Br. Gas 3% ’90-95....... 713 703 3 0 51413 61) 37/6 | 32/6 5ta| 16%+b\ Trinidad L’holds 5/-..| 33/ 33/6 | 413 5p 
80 784 (Br. Trans. 3% ’68-73..... 79 783 |3 8 91/419 21 SHIPPING 
a 884} |Br. Trans. 4% a pV Ras cae 894 88} : 0 5 7 + a. a a b 14¢dur fl uae ae a : 16 2 
1 70% (Br. Trans. 3% ’78-88..... 71 2 11 = ¢ urness Withy ? ve 
j Yo é t 35/9 | 31/1g| 136 3alP. & O. Def. f1...... 32/- | 31/6 |5 1 Im 
() To earliest date. (f) Flat yield. (/) To latest date. * Ex dividend. | 5/3 | 71/3 14 c| — ThajAssoc. Elect. “1. Bay 15/- 12/6 |317 3 
Assumed average life approx. 11 years. § Less tax at 8s. 6d. in £ 08/6 -| 98/—- 15 b|_—s5 aAssoc. Port. Cem. él. 101/3 |100- |40 0 
. 53/9 | 47/- 15 5 Tha aoe Paper {1....| 49/44 | 48/9 |4 0 Ou 
Prices, 1955 Prices, Jan. 1 TRUSTEE Price, | Price, | Yield, 53/44 | 50/74 Toe. OEE ne aR 52/- | 51/6 | 317 &m 
toJan.25,1956; STOCKS AND Jan. 18, Jan. 25, Jan. 25, er ps ste 10 a Brit. Aluminium ..: pi a 5 2 8 
m1. +, | tisk | tow | 1956 | 1956 1956 /- | 55/- c a\Brit. Amer. Tob. 10/-. f- 1413 2 
High | Low | High | Low [FOREIGN BONDS $644 | $594 3a| 3 b\Canadian Pacific -, $62} | $603 |4 8 6 
x Zs. d. | 44/9 | 35/103 144a| 294b\Decca Record 4/- 31/6* | 36/3* | 416 6 
4); 79 | 803| 79 bis 34% 65-69 . 81} 814 |5 2 64) 25/9 | 21/103 10 5| 4 a\Dunlop Rubber 10/- . +} 23/104 22/6 |6 4 5 
Wit} 87 | 874] 86} \Ceylon 4% '73-75. 884 | 88} | 418 74] 66/14 | 58/43 | 84d) 4 ajEnglish Elect. 1..... 61/3 | 60 | 4 3 4 
103¢| 87),| 88 | 87} IN. Zealand 4% '76-78.| 873 | 87% | 418 71] 65/6 | 58/6 44a} 94b/General Elect. {1..... 60/6 | 60/- | 413 4 
88 874 | 644 | 614 |L.C.C. 3% aft. 1920...) 634 624 | 416 0 | 49/10}; 45/14 6 6} 4 ajlmp. Chemical {1 ....| 46/3 | 45/3 |4 8 5 
99 83 854 | 84} |Liverpool 3% ’54-64..| 854 854 | 5 1 Ol} 62/13 | 59/44 | 1236)  8ha\Imp. Tobacco fi... sued / 616 7 
& | 65 | 68% | 66 |M.Wtr.‘B’3%,°34-2003) 68} | 684 | 413 OJ|S153$ |$148% |$2-90c/$3-75c\Inter. Nickel n. 4 11 10 
102 943 | 97 95? |Agric. Mort. 5% ’59-89} 964 964 |5 4 61} 64/6 | 58/3 10 6| 7}a\London Brick * tees 519 2 
1223} 91 | 112} | 105$ |German 7%......... 108 | 107 ook 29/3 | 27/74 | 15§6| _6§a\MonsantoChemicals5/- 27/9 |}4 1 1 
13 | 149 | 1994 | 193 |German 5$%........ 197 | 1945 aia 69/14 | 65/14 | 44a) 12 d\Tate & Lyle f1...... 66/104) 65/74 | 5 0 7 
- 160 | 2123 | 208 (Japan 5% 1907...... 211} | 2123 oe. a . a oe re Newall ff 10 65/- 4 
8 115 / a urner ewa 
190 | 2563 | 2474 |Japan 54% Conv. 1930) 256 | 2564 14/6 66/6 949 ¢ alaieweril......... 4 
41/74 | 36/6 | 7416) 5ta\United Molasses 10/-. 5 
40/- | 36/10}| 274¢| 24ta\Cons. Tea & Lands £1.| 37/3 28 1 
Prices, Jan. 1 | Last Two Price; | Price, | Yield, aan 2/5 15 c| 5 ajLondon Asiatic Rbr.2/-| 2/5} 2/54 |12 
in 2, 1956) Dividends ORDINARY jan. 18,)Jan. 25,| Jan. 25, 54/44 | 27}c| 15 a\United Sua Betong £1| 55/74 | 55/7} | 9 
igh | Low | (a) (6) (0) STOCKS 1956 | 1956 1956 MINES 
a aia 8% 8 i 50 b| 20 alAnglo-Amer. 10/- ... 
% % Banks & DiscounT | - £ s. d, [132/6 |127/6 | 120 6} 80 ajDe Peers 5/- Bearer... 
45 /- 5 al « T-OBarclays £1 -. .. 0... 46/6* | 45/6* |5 5 6 | 77/2} | 67/6 wie ... |Free State Geduld 5/-. 
| 54/- 6a 6 biLloyds ‘A’ £5, £13 pd..| 55/-*_| 55/-* | 5 9 1 1 48/- | 43— = a} 12}d\Randiontein {1...... 
| 68/3 9a 9 b\Midland £1, —, 70/—-* | 69/6* |5 3 7110/23) 9/9 28 c\London Tin 4/- ...... 
| 66/- 9 a\ 9 BN. Prov. ‘B’ £5, £1 pd.| 66/6" | 67/-* |5 7 61-46 39} 80 al 2123b)Rhokana {1......... 
a/ag . a - Seen Bk £1}tpd. es ba 5 6 8 
/ ja b!Alexan RIG EE Oe victe.s /~ /-*|}4 3 4 i : 
39/6 | Seal SealNat Disc fi... 40/6* | 40/6" | 418 9 New York Closing Prices 
45 /- 64a}  6}b\Union Disc. f{1....... 48/6 | 48/6 |5 3 1 ie 2 
32/1} 4a\ 4 d/Barc. (D.C.O.) £1. 34/- | /- 1316 2s Jan. | Jan. 
/- | 4b| ‘ThalChart. Bk. of India f1| 41/- | 49/6 |7 8 2 18 
INSURANCE “ 3 $ $ 
183 40 c| 123a\Leg. & Gen. f1....... 194 184 | 2 3 3 [Balt. & Ohio. .| 44 m. Smelting. 112 
21} 45tb| 20ta Pearl £1, fully pd... 23 aa. 1+5 5 2 an, Pac....:; m. Viscose .. 21 
latte 117}¢ c/Prudential ‘AY a 46 45 410 9 N.Y. Cent. ...| 41} | 41% [Cel. of Am.... 32 
BREWERIES, ETc. Pennsyl...... 244 | 234 fChrysler .....| 814 | 77 (Shell ........ 
10 a). - 33 BBee £1. so. kas 1116/3 |115/- | 7 9 T jAmer, Tel. ... n. Elec.... 1 
sy" 6 aDistillers 6/8 ........ 23/6 | 22/9 | 416 8 Stand. Gas...|. 10} n. Motors. . 55 
8 a| 17 bdiGuinness 10/-........ 44/44 | 44/44 | 5 12 8 [United ie ae 6 oodyear .... 58 
14 bi 7 aj\Whitbread ‘A’ Ord. £1) 70/—- | 70/- 16 0 0 . Union Tel.| 20 20} {Inter. Nickel . g 
‘BExdividend. + Free of tax. Gross yield. (a) Interim Sette Oo Final dividend, tc) Year’s dividend. (e) To earliest date. (f) Flat yield. (g) On 
: (h)Assumed maintenance of final dividend on increased ca: (4) On 10%. (7) On 15%. Oo oe latest date. (m) On 10%. (m) On 8%. (p) On 
(q) On 22-1%. (s) On 6§%. (#) On 132%. ‘ol On 73%. (w) On 14%. (+) 
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(u) On 98%. 


























































The following list shows the most recent date on which each statistical page appeared, 
BRITISH OVERSEAS 


& € ? 
Prices and Wages.......... cents Caer SA Western Europe 
a ] bey ] Cc & Production and Consumption Jan. 7th Production and Trade...... Dec. 3igt 


Manpowe’..........sccccccceoeeee Jam. 21st British Commonwealth ...... Jan. 7th 






















































External Trade................+ This week Western Europe 
Financial Statistics .......... .. This week Prices and Money Supply Jan. 21g - 
-. Industrial Profits ............... Jan. 14th Waited Staves «.....c.ccesisccsse This week 
‘Wosks: Prade. .nnscciccenscces. 
UK External Trade 
Imports are valued c.i.f.; exports f.o.b. Total trade unless otherwise stated. 1939 
i 1953 
Monthly averages 1954 1955 1954 
Unit Paes hfe t ate eee oan a 1955, 
Ses 1954 1955 Oct. Nov. | Dec. Sept. Oct. Nov. | De, | o» 
VALUE i 
Umports : i 
RS RS Saar ee RG eee | £ million 278-6 281-6 323-8 228-2 333-8 313-5 304-4 333-4 341-5 335-9 
Food, drink and tobacco........ wes ys 109-7 110-9 120-3 89-0 147-8 130-1 105-9 122-2 126-7 124+] 
Sees AGREE he eS - 87-8 85-4 93-6 64-9 88-8 89-7 91-3 94-6 98-0 94-1 
Mineral fuels and lubricants ........ * 26-1 27-4 34-1 27-6 29-1 27-4 34-5 34°5 35-9 BGEio.. 
SRNR oss wo onca sn ses e 53-6 56-7 14-5 45-7 | 67-3 65-2 71-3 80-8 79-6 19: 
Exports of UK produce: i 
RMR Gs Sect i wida wenites es Raa vos | ” 215-2 222-9} 242-1 214-9 196-7 255-8 243-2 267-8 262-2 253-7 
UUOCRUIOD 5, 5 5 cos seo es sbbd.ebeee } ” 174-9 181-0 199-0 172-5 152-4 208-2 199-2 219-5 214°3 206-0 
NIB hic oie sks cities dicks oaes ie es 8-8 8-4 9-9 9-2 5-5 8-6 10-6 12-8 10-0 10:7 
Balance of trade (exports /ess imports).. -- — 54-6 | — 50-3| — 71:8] — 4-1) —131-6| — 49-1] — 50-6| — 52-8] — 69-3; — 71-5 
VOLUME «8 1939 . 
Cn ES Se ASB EE eees 11954=100 99 100 ~~ 101° S58 114? 114 118 Re 1953. 
1954 . 
PRED a cisiicts a uidcevil to henks Bees ; = 96 100 See oo 100° oe 107? 114 115 
1956, : 
BY AREA oo] 
Imports : ‘ 3 
Dollar -are®—total.. 2.0.35 :icsecvcses £ million 52-9 51-6 10-4 53-1 64-6 T11l-3{ 2396711 14-4 17-4 13° Bas.) 
fa SSR re sieee boacp awe i 21-1 23-6 35-1 28-0 33-2 33-0 35°4 40-3 42-5 37-0 
* Canadensis, otk owe we os » 25-5 22-T 28-6 20-9 27-0 33:2 28-6 28-2 29-0 33 
Non-sterling OEEC countries. .... a 64-0 68-2 79-5 63-2 719-2 72-7 83-4 84-8} 90-1 81-1 
+ ea 
Giitinw eres. = 2.3 ses <i csccswevakas ~ 125-3 | 125-1 | 131-4 84-1 148-5 130-1 106-5 125-4 124-3 137-7 
Exports : 
Dollar aved—totalicsiscc cs eceeccsee ~ 33°T 31-3 34-8 35-4 32-5 35-7 34-3 41-9 35°5 39-4 
= WGA rss Reh s is 14-3 13-3 16-6 13-9 12-4 16-3 17-3 20-6 16-5 20-6 
¥ CE: Ooo ass ccs = 13-4 11-3 12-1 10-5 12-2 11-8 12-1 14-2 12-7 13:1 
Non-sterling OEEC countries ....... » 62-2 64-7 68-1 60-4 63-2 69-9 63-8 10-9 16-8 137— 
Sterling Breas. is. ise ss .cisive sees ‘i 105-8} 112-3} 1291-0] 107-1} 87-9] 128-1] 128-3} 135-3] 129-9) 120.6 | 
Balance of trade (exports Jess imports) : 1954 
Dollar area ooo. ss Seek se Me Se * — 19-2) — 20-3; — 35-6] — 17-7 | — 32-1] — 35-6] — 36°8| — 32-5 | — 41-9} — 33-7 1955 
Non-sterling OEEC countries ....... 3 — 1-8/— 3:5] — 11-4] — 2:8] — 16:0} — 2-8] — 19-6| — 13-9] — 13-3 | — 98 7” 
OTN COR a i ac iag is gaa eaknas - — 19-5} — 12-8} — 10-4] + 23-0} — 60-6) — 2-9] + 21°38} + 9-9} + 56] —17]1 f » f 
TRADE IN SELECTED COMMOLITIES : 
im : 5 » 
WOME oes 860 ce sn whic Seaton .... | 000 tons 335-0 289-1 378-3 358-3 377-4 371-1 324-6 355-5 319-4 368-1 | ” 
WROD 2 sir. os Ve esisA eh abe kao cee sg 63-1 56-4 67-3 31-0 85-6 48-2 68-8 13°3 13-7 89-4 | 
Siagar, dimretined so... oo os hos oe oa ah 247-4 201-5 188-4 137-4 153-0 137-8 167-3 205-7 169-1 185-4 
ne! RaW ROG oi ccc elt oes oe « 27-5 30-8 24-3 19-2 26-3 33-4 17-8 21-3 24-4 24-8 F 
Raw wool, sheep’s and lambs’ (").... | mn. Ib. 63-2 51-9 56-4 29-5 58-3 43-4 16-2 | 37-8 49-2 60-9 
Rubber, natural and synthetic (4) ... | ’000 tons 18-4 20-7 24-T 12-0 28-3 26-5 23-4 } 20-8 25-0 31:8 
OR ak coches maceeu swans. ’000 stds. 119-1 122-2 141-2 116-2 138-2 127-3 211-2 187-5 171-2 110-5 
MIE 6 gs sna eee kee ee ’000 tons 133-7 159-9 187-3 144-1 160-6 195-6 205-2 172-2 196-1 171:8 
Crude’ petroleum: « «6 isi0 eo ceie jmn. galls. _ 558 606 615 604 | 596 605 589 587 568 
Exports of UK produce : { 
Coal, including bunkers ............ 000 tons 1,400 1,351 1,197 1,492 1,418 1,140 1,312 1,395 1,341 1,357 
Woven piece-goods—cotton ........ imn.sq. yd 59 53 46 50 35 58 46 43 47 3 193¢ 
3 L wodl goa. cesses: { ae 8,710} 8,205} 8959] 8559| 7,338] 9,847] 8,351; 9,895] 9,278; 8,790 Bi,” 
Passenger cars and chassis.......... number 25,181 30,507 31,130 27,392 24,051 32,523 30,584 29,961 27,757 25,833 %5, J 
Commercial vehicles and chassis..... - 9,196 10,521 13,125 9,306 7,414 13,971 13,409 14,884 12,868 12,514 ay 
Agricultural tractors............... 5 7,807 8,979 8,697 9,154 6,993 8,774 9,213 é , 6,973 Ss 
Q 
Machinery—electrical.............. £7000 . 5,023 4,916 5,145 4,516 3,483 5,738 5,349 5,497 5,419 5,059 > N 
= WEEE. oO om aa *. 30,145 30,553 34,669 27,218 | 23,808 | 35,773} 33,082 38,282 37,018 | 37,511 = 1D 
ae) Chemicals, elements. and compounds. és 3,968 4,214 | ° 4,419 4,122 3,230 4,636 4,694 J 4, 4,4 
iting ree ig em iene a ia aici 
(4) Retained imports. (?) Average for third quarter. (*) Average for fourth quarter. wa 
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US. Statistics 


Monthly averages or calendar months except where annual rates are shown, 


PRICES AND WAGES 













Average weekly 
earnings in 
manufacturing 








Stock 
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Wholesale prices Consumer prices External prices 








































































AS Farm All Food | Cl - | H ' z ~—— Com- At ae 
com- othing ousing mport xport ° posite current 
modities | Products | items | | trade index prices prices 
1947-49= 100 1948= 100 $ 

BM ngieis oo 00s os spivewemed 50-1 36°5 | 59-4 47-1 48 46-15 
BG Rat» «0 oot ous Siblac nes 110-1 97-0; 114-4 112-8 117 102 71-91 
SRE ree sre 110-3 95-6} §114-8 112-6 100 71-86 
REUSE os sc pe p's oe ys @ 110-9 88-1 114-5 111-2 119 102 76-56 

:. ele a Sya et eweee re aaa a; +a e 104 Se 

EP MPOLODET- <. «o's sf 0-0)'s 30s 6 | ; : . ose ; 

3 es SOs eM oteecte Hee | 115-0 109-8 79-36 

coe DOtOMbET, 605... ee Ee : ‘ wee ees o 























Manufacturing production Building Civilian employment 





national 





eect 




















































Durable goods Non-durable goods ee | Unem- 

| ptruction | Total | Total | ployed 

i i pro- Veiea ‘ | Chemicalsjseasonall about eminisy ae of 

adjuste duction ehicles, extiles, and adjusted : ° 
annual Total Metals etc. Total clothing |petroleum| annual force ment oy 
products| rates | ae awas 

Index 1947-49=100; seasonally adjusted $ billion “thousands % rate 

MEET 3. 5. w Steed bea Cen 91-1 58 49 54 47 66 80 49 2 17-2 
NES 5.3 6S CSCS B a ES 364-5 134 153 132 189 118 107 142 35-3 2-5 
RIEU s'2'. +s 6. ce dlaiecola ta 360-5 125 137 108 175 il6 100 142 37-6 5-0! 
MEIRDIBE 6.25) 0-5 wie a aie 391-5 140 158 139 206 42-8 3:3} 
» voeptember ... 32.52.35 142 160 - 3:2! 
SERMIOODDED. oi. . so cica ses 143 162 ~3 3-2! 
ca-mmovember .. 2... 6 e's ae 397-3 144 161 “2 3°63 
Be December... . sci os 3s 144 160 “§ 3-6! 









































Personal | 






































































sca: All business ? Total retail * Imports for US consumption gps 208 heey Volume of trade 
sumption | Pa aaa eee 
Annual Crude Semi- Finished 
rates | Sales Stocks Sales Stocks Total mieieiaie Im autilnee Total goods Imports | Exports 
$ billion ; seasonally adjusted : $ million 1948=100 
MBI. si ct¥vic'e se Site's owes 67-6 10-8 20-1 3-5 5:5 41 76 53 
MES so. Sa Pack sates 230-6 48-4 a 14-2 22-7 224 1,304 911 128 123 
BEC. 5 5 55 din'e'a SOS HEROD 236-5 ‘7 “9 14-2 22-1 193 120 119 
1955, SM :: <6 veteran Seodaa hes “§ 2 1-5 23-4 211 133 123 
SUING), cad adr erat 256-0 8 6 15-7 | 23-3 253 1,219 749 126 119 
= September ........... 1 0} 15-8] . 93-2 243 136 115 
MMOS Seci6. Cocco 5 8 15-8 | 23-3 ae 133 116 
me November ........... -4 -4 15-8 23°5 eta wat 
Mecember, 265 20.065 é 15-9 Soa 
1 





PURCHASING POWER AND FINANCE 

























Personal income Consumer credit Banking statistics* [Budget expenditure‘ Bond yields 















Surplus - 











-3-month Taxable | Corporate 
Total Sant a wow Total — oe Loans Total or Treasury | Govt. Aaa 
. = deficit bills bonds bonds 
























$ billion ; seasonally $ billion ; $ billion ; ee 

adjusted annual rates end of period end of period $ billion Per cent per annum 
ES o's's Kc acalce cakes 72-9 46-6 4-3 1-22 4-50 23-4 17-2 9:0} — 3-9 0-023 ae 3-01 
BE. 6 5 Sa view Sere c a aint 286-2 204-6 12-3 29-54 22-19 78-1 67-6 74-3| — 9-4 1-931 2-92 3-20 
Se ose Ca bclee Ruths 287-6 202-8 12-0 30-13 22-47 85-3 70-6 67-8 | — 3-1 0-953 2-52 2-90 
EE icc cpp ach vs fonk 305-3 219-4 9-8 32-90 25-48 80-4 76-6 5-4) — 2-6 1-622 2-88 3-06 
MMR occ, esc data 305-3 218-2 10-6 33-64 26-16 79-3 17-3 6-2; — 1-5 1-876 2-91 3-11 
® September ........... 307-9 219-5 11-2 34-29 26-70 718-9 78-4 5-3] + 0-2 2-086 2-88 3°13 
BRODET aon. on dais 309-2 220-4 11-2 34-64 26-96 79-6 79-2 5-4) — 2-7 2-259 2-82 3-10 
a November ........... 311-4 222-1 11-3 35-06 27-25 78-0 81-4 5-2| — 0-5 2-225 2-85 3-10 
» December............ ae eas es wat ee ues 2-562 2-88 3°15 


ay Figures calculated on the basis of a new and larger sample. (*) 1939 figures not strictly comparable with rest of series ; stocks are at eng of period. 
() All commercial banks. (*) Annual figures are totals for the fiscal year ended June 30th. (5) Average for third quarter. 
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Financial Statistics 


EXCHEQUER RETURNS THE MONEY MARKET BANK OF ENGLAND RETURNS 


(£ million) 


For the week ended January 2lst there was THE unaccustomed ease enjoyed by the 





an “* above-line ” surplus (after allowing for Sinking discount market in the first two weeks of Jan, 35, 
Funds) of £124,590,000 compared with a surplus of} the tax-gathering season has not been 6 
£164,487,000 in the previous week and a surplus sustained. Borrowings at the Bank on Issue Department? : 
of £144,323,000 in the corresponding period of last | Thursday of last week were smaller than Notes in circulation...... 1,664-9 | 1786-5 | 1774 
B* year. Net expenditure “ beiow-line” last week | repayments, but the market was again ae a ae Z ane 38-9 | 4 
_ reached £15,883,000, bringing the total cumulative} in the Bank for a very small amount on Gime ee > eS 
deficit to £471,425,000 (£241,031,000 in 1954-55). the following day, whilst on the Saturday Gold coin and bullion... 0-4 0-4| gab 
six or seven houses were involved, though oe Se ee Gre we. 7 30) 3 



































i - | Banking D : 
| apea & lwesk | Weak for only a small amount. Credit con ing Department 


4™%4°..¢ ¥°* 
: 


April 1, : Deposits : 
1954 | 1955 "Jended ended | tinued to be uncomfortably short through Saaen teas c 16-3} 12-5] ge 
£7000 sl jn an ‘ we = _ the first three days of this week, and on aaaeey special account. . Pa ek | ad 
. 22, | . ad, | . RUMOR ine eM i epat eee ; 2° ss 
1955 |” 1956 '} 1955 | 1956 | Monday very small loans from the Bank | others -22.22..222.00200. 85-9] 70.31 “Ry 
again had to be taken, by two or three ze ast getetceccceseces 358-8 | 319-0 | 322.3 
: : url $ 
Ord. Revenue houses, despite some special purchases Reena. C5. Scccs 283-0 | 246-0 | axng 
, Income Tax....... 151894; made indirectly through the banks. emg and advances.. o4 32-9} 323 
OS PRS ea } pieeaee | 7,500 | : : : ae oe eA -0 17-1 
° Death Duties... | | 188 ‘The tightening of credit occurred not- | Total 2220072222222.0022. 314-4 | 296-0 | om 
: sane. prusncacen | 74,000 1,400 | withstanding an increase in the net flow | Banking department reserve. 62-8 41-2 | - 560 
? ofits Tax t 3; * : é 7 Yo 
: Excess Profits Levy, 25,000 100; Of funds from maturing bills ; the allot- | « Proportion” ..........-. |_it-al ido} fy 
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With us SERVICE 


is a Tradition 


WE PROVIDE a skilled and comprehensive service in every banking field, and 


woohas 
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behind this is nearly a century of tradition of association with the commercial and 
industrial development of South Africa. 
Today, we continue to uphold this tradition by providing finance and 


information services to meet every need of the merchant, manufacturer and 
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tourist alike, through some 670 offices in South, East and Central Africa. 
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THE STANDARD BANK OF SOUTH AFRICA LIMITED 


Registered as a Commercial Bank in terms of the Union of South Africa Banking Act, 1942 


Head Office: 10 CLEMENTS LANE, LOMBARD STREET AND 77 KING WILLIAM STREET, LONDON, EC4 
London Wall Branch: 63 London Wall, EC2 - West End Branches: 9 Northumberland Avenue. WC2 and 
Suffolk House, 117 Park Lane, W1 ’ 
New York Agency: 67 Wall Street - Hamburg Agency: Speersort, 6 
* OUR NINETY-FOURTH YEAR®* 
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. BAYE RISCHE VEREINSBANK 
SANWA BANK oe 


Every description of Domestic and 


Blsaw: 


_ Authorized Foreign Exchange Bank Foreign Banking Business transacted 


HEAD OFFICE: OSAKA, JAPAN, 
CAPITAL : ¥2,500,000,000 Munich Office: 14, Kardinal-Faulhaber-Strasse 


Cabie Address: “‘Vereinsbank” Phone: 28401. Telex No. 052/3321 


A complete network of 186 nationwide Nuremberg Office: 21, Lorenzerplatz 


branches & worldwide correspondents Cable Address: “Bayverein” Phone: 27741. Telex No. 06/2217 


Augsburg Office: 37, Maximilianstrasse 
SAN FR ANCI Sco SR ANCH Cable Address: “‘Vereinsbank” Phone: 4681/84. Telex No. 053/820 


465 CALIFORNIA ST., SAN FRANCISCO 
CALIFORNIA, U.S.A. rau ane 


TAIPE! REPRESEN 
ENTATIVE 80 Branches 


OFFICE 
“TAIPEL, FORMOSA Correspondents throughout the World 
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COMPANY MEETINGS | 


LLOYDS BANK 


LIMITED 


INCREASED EARNINGS OFFSET BY HIGHER COSTS 
INFLATION ROBS MANY OF OPPORTUNITIES IN COUNTRY’S BEST YEAR 
EXCEPTIONALLY HIGH LEVEL OF DOMESTIC DEMAND | 
SIR OLIVER FRANKS ON STABILITY OF STERLING 


The annual general meeting of Lloyds 
Bank Limited will be held on February 17th 
at the head office, 71 Lombard Street, 
London, E.C. The following is the Statement 
by the Chairman, The Right Honourable Sir 
Oliver Franks, GCMG, KCB, CBE, accom- 
panying the report and accounts for the year 
1955: 


I have to record with deep regret the 
death of Mr R. A. Wilson, who until early 
in the year was a Vice-Chairman of the bank 
and was a Director at the time of his death. 
Mr Wilson joined the staff of Lloyds Bank 
when William Williams, Brown & Company, 
of Leeds, were absorbed. He served the bank 
in different capacities for fifty-seven years, 
becoming a Chief General Manager in 
1939, a Director in 1941 and a Vice-Chair- 
man in 1945. He commanded the loyalty 
and affection of his colleagues, for his ability, 
integrity and kindliness were manifest in 
all he did. Mr Wilson had the distinction 
of serving also as President of the Institute 
of Bankers in 1937-39. Mr A. H. Ensor 
has been elected a Vice-Chairman. 


Owing to advancing years Sir Sydney 
Parkes and Mr W. H. Fraser do not offer 
themselves for re-election. The connection 
of Sir Sydney Parkes with the bank goes 
back over sixty years: He became a Chief 
General Manager in 1939 and a member of 
the Board in 1941. Mr W.-H. Fraser, on 
assuming the office of Chairman of The 
National Bank of Scotland, was made a 
Director in 1942. We are vefy sorry to lose 
them because they have given unstinted and 
distinguished service to the bank. We con- 
gratulate Sir George Nelson on the honour 
of a baronetcy conferred upon him. 


LOCAL COMMITTEES 


I now come to the Local Committees. 
First, I must record with great regret the 
death of -Lord Ramsden. For many years 
he was-a Director of the bank and Chairman 
of the Yorkshire committee, where his work 
will be gratefully remembered by his col- 
leagues and the managers of the Yorkshire 
branches. We are very glad that Lord 
Scarbrough has been able to assume the 
chairmanship of that committee. 


At Salisbury, Major T. K. Jeans, a 
Director of the bank, succeeds Lord Teviot 
as Chairman of the committee. I am happy 
to say that Lord Teviot will remain on the 
committee for the time being. Sir Frederick 
Cripps, who had been a.member of this 
Committee for many years, has now retired. 


Mr T. E. Hurst, formerly District 
Manager, Birmingham, has been appointed 
a member of the Birmingham committee, 
and Mr J. G. Raine, MC, TD, formerly 
District Manager, Newcastle-upon-Tyne, a 
member of the Newcastle-upon-Tyne com- 
mittee. The Right Honourable The Earl of 
Eldon, KCVO, has been appointed a member 
of the Devon and Cornwall committee. 


Mr R. T. Fagan, a Joint General Manager, 


has retired after forty-three years’ service. 
He became an Assistant General Manager in 
July, 1943, and was appointed a Joint 
General Manager in 1946. He is succeeded 
by Mr L. F. Andrews, hitherto Manager of 
the City Office. 


PROFIT AND LOSS ACCOUNT AND 
BALANCE SHEET 


The profit for the year, at £2,322,439, is 
£136,367 higher than last year and we pro- 
pose a dividend of 12 per cent per annum on 
the “A” Shares, which is the equivalent— 
allowing for the capital operation carried out 
a year ago—of the 15 per cent dividend paid 
for the year 1954. 


The increase in our earnings as a result 
of higher money rates has been offset to an 
appreciable extent by the increase in interest 
paid to depositors and by the further rise in 
operating costs, which must be expected to 
continue in future years. The increases 
under the recent Budget in purchase tax, in 
postal and telephone charges, and in dis- 
tributed profits tax are all additional 
imposts ; moreover, we must expect a heavy 
addition to local rates on our various offices 
as a result of the reassessments which will 
shortly become effective. 


But the greatest increase in our expenses 
arises from the improvement in salary and 
wage scales, which took effect from January 
1, 1955, and brought with it additionally a 


: large increase in our already heavy commit- 


ments for the superannuation and other staff 
funds. 


British Government securities stand in our 
balance sheet at £342,117,328, being valued 
at or under cost and below redemption value. 
Their market value at December 31, 1955, 
was £333,878,617, a difference of £8, 238,711. 


We have made*no transfer from reserves 
or profit and loss account to provide for this 
depreciation. All the securities are redeem- 
able at fixed dates, the majority within 10 
years, when any depreciation will be re- 
covered. In the ordinary course of business 
the bulk of our investments are held per- 
manently, and when, exceptionally, we need 
to reduce our portfolio we do so in the very 
short-dated stocks. 


TRIBUTE TO STAFF 


I have referred to the increase in staff 
costs, and some details of our staff may be 
of interest to shareholders. 


At December, 31st last, over 10,000 men 
and 8,000 women were working in the bank. 
Of the men, 1 in 3 of those aged 28 and 
upwards occupied a managerial. or super- 
visory post ; this proportion will increase as 
we move further with our policy of employ- 
ing a greater number of women. They give 
us good service, and in some districts we 
have waiting lists of those anxious to enter 
the bank. Several women have reached the 
equivalent of managerial or supervisory rank. 


-Of the men, I would say that the scale of 


salaries, even for those who remain on purely 
routine duties, compares favourably with 
that for similar employment elsewhere. For 
the young man with ability and ambition, an 
attractive’ level of salary is reached at an 
early age and many of them are appointed to 
management in their early thirties, 


The staff have had a harassing year. Upon 
our branch managers up and down the 
country and upon the officials at Head Office 
has fallen the task—a very onerous and 
distasteful task—of implementing the policy 
of credit restriction. I believe they have 
carried out this task with distinction to them- 


selves and a minimum of loss of goodwill to 


the bank. 
To them all I offer my warmest thanks, 


BRANCHES IN INDIA, PAKISTAN AND 
BURMA 


The business of our Eastern branches has 
continued to develop satisfactorily. During 
the year we opened a new branch in Eastern 


Pakistan at Khulna, a port which is becoming * 


of increasing significance to the jute trade, 
and have moved into new and more com- 
modious premises in Madras and Chittagong. 


World prices of cotton, jute, tea and rice 
—the main exporting products of the three 
countries—have all fallen during the year but 
progress has been accelerated in the. develop- 
ment of natural resources and industrialisa- 
tion. This bank continues to adopt a sym- 
pathetic attitude towards proposals for finance 
connected, directly or indirectly, with the 
establishment of new industries in the coun- 


- tries of the sub-continent. 


In August, the Pakistan rupee was re- 
valued at 1s. 6d., as against 2s. 2d., at which 
it had remained since the devaluation of 
sterling in 1949, and it is now on a par with 
the Indian rupee ; the operation went through 
smoothly and there is little doubt that the 


revaluation should result in an increase in the . 


overseas trade of Pakistan as well as in 
trade between that country and India, 
During the year, both countries have been 
beset by serious floods and it is not yet 
possible to estimate the full extent of the 
damage, though it is feared that cotton and 
wheat crops may be adversely affected. 


Our staff in the East’ are responding well 
to the changing conditions in the sub-con- 
tinent, We, in this country, fully appreciate 
the services which the Eastern staff render im 
the bank’s interests and I take this oppor- 
ake of making full acknowledgment of 

em. 


EXECUTOR AND TRUSTEE DEPARTMENT — 


The expansion of the business of our 
Executor and Trustee Department, which ial 
been contifyous since the department was 
formed in 1910, has been maintained during 
the year, and with the recent opening of a 
new branch in Portsmouth we now 
thirty Executor and Trustee area offices with 
a staff fully qualified to deal with the highly 
technical work involved. We regard this a8 
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|g most important ancillary to our normal 
banking services. 


LLOYDS BANK (FOREIGN) LIMITED 


Consolidated accounts of Lloyds Bank 
(Foreign) Limited, incorporating the figures 
of Lloyds Bank (Belgium) S.A., a wholly 
owned ‘subsidiary of that bank, appear for the 
first time with our Report. Differences in 
accounting practice on the Continent made 
it necessary to close the books of the bank 
on September 30, 1955 ; the accounts, there- 
fore, cover a period of nine months only. 


Notwithstanding the economic recovery 
of France, conditions have remained difficult 
for us Owing to the continued depression in 
the textile industry, as well as to the intense 
competition for banking business. Good 
results were obtained from the branches in 


- Belgium and Switzerland, and we regard the 


overall results of the bank as not unsatisfac- 
tory. The net profit shown has been added 
to reserve. 


MONETARY POLICY ON TRIAL 


In many ways, 1955 will go down on record 
as the best year in the history of this country. 
It was a year of peace. It was a year in 
which the general standard of living of the 
British people was higher than ever before. 
It was a year in which unemployment in 
Great Britain virtually disappeared. Peace, 
prosperity and full employment: these are 
things which matter profoundly to us all. 
The simple fact that in 1955 they were 
tealised is evidence enough that for the 
majority of our countrymen 1955 must 
count as a very good year indeed. 


It is not, unfortunately, the whole story. 
Very few of us, as I have said, were prevented 
from sharing in the general well-being by 
lack of work. Large sections of our people, 
on the other hand, were again robbed of that 
opportunity by inflation, which for many 
years past has taken 2 of unemploy- 
ment as the main evil afflicting our society. 
Moreover, while the national standard of 
living was higher than ever before, it was 
also higher than the nation could afford 
without imperilling its future. This danger 
manifested itself, as on previous occasions 
since the war, in the form of serious diffi- 
culties in the balance of payments. From the 
financial point of view, the year was there- 
fore dominated by the Chancellor’s efforts, in 
which the banks were dire involved, to 
remedy this situation with the aid of monetary 
festraints. 


BASIC SOURCE OF TROUBLES 


In our recent difficulties there were a 
number of special factors, such as the rail 
and dock strikes and the disappointing record 
of the coal industry, But the basic source 
of our troubles was familiar and unmistak- 
able. It was the excessively high level of 
domestic demand, 


By every test, the position at the beginning 
of 1955 was an inflationary one. The cost 
of living had been creeping up again since 
early in 1954. The upward spiral of wages 

never ceased and gained fresh impetus in 

the months to come. In January, both retail, 
fob, and wage rates were 46 per cent 
higher than in the middle of 1947, the start- 
ing point of the respective indices. By May, 
the cost of living had advanced only one 
point further but wage rates in the mean- 
while had shot up by as much as 6 points. 

This bidding up of wages—or lack of resist- 
' Mice to wage demands—was only one reflec- 

tion of the competition for labour induced 

‘by the pressure of spending of all kinds. 

symptoms of the exceptional demand 
for labour were the large amount of over- 
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time being worked and the rising ratio of 
vacancies to unemployment. By the middle 
of the year, there were on the average no 
more than forty applicants for every hundred 
jobs on offer—a situation previously seen 
only on the brink of the 1951 crisis. 


INFLATION DANGERS 


Inflation is always dangerous. It is doubly 
dangerous for a country such as ours which 
has to earn its living in the markets of the 
world. If demand is outrunning the capacity 
to produce, exports have to fight the pull of 
a booming home market, while imports rush 
in to fill the gap in supplies. Even then, 
serious trouble with the balance of payments 
may with good fortune be avoided if the 
outside world is also in the’ grip of inflation. 
But if Britain were to remain an island of 
inflation in a world of generally stable money, 
then in a free economy only two things are 
possible. Either we could cling to the exist- 
ing rate of exchange with our competitive 
power crippled, or we should be driven into 
yet another devaluation of the pound. But 
devaluation is not an acceptable way out for 
us. While offering no solution of our domes- 
tic problems, repeated currency depreciation 
would almost inevitably mean abandoning 
our place as a great financial centre. And it 
would be unrealistic to imagine that we could 
then hope to maintain our position as the 
focus of a world-wide Commonwealth. 


Last year, it is undeniable, there~was a 
period in which it was felt in certain quarters 
that we might not find it easy to maintain the 
present rate of exchange. In nearly all other 
countries, it was argued, the inflationary back- 
wash of the Korean war had long since sub- 
sided, . In Germany and the United States— 
two of our main competitors—the value of 
money had been stable since 1952; here, 
prices had risen by about 10 per cent over 
the same period. 


EXPORT POSITION 


Fortunately, the recent performance of 
exports shows that our competitive position 
has not been seriously impaired, though it 
would perhaps be unwise to base any very 
firm conclusions on our experience during a 
period in which demand in most parts of 
the world has been at peak levels. No doubt, 
the drastic devaluation of 1949 left us with 
a certain margin for price increases in hand. 
It seems true that our failure in recent years 
to obtain our share of an expanding world 
.market has been due rather to the other 
concomitants of inflation—such as delays in 
delivery and lack of incentive to venture 
upon the risks of export trade—than to exces- 
sive prices. If so, the reduction of infla- 
tionary pressure which is now in progress 
ought not only to restrain imports but also 
to give a fresh impetus to exports. There 
should be no doubt, therefore, about our 
ability to avoid a deficit in the balance of 
payments. But that is not enough. What we 
need is a positive surplus, considerable in 
amount ; and that we cannot hope to achieve 
if our costs continue to mount. 


Quite apart from its implications for the 
balance of payments, continuing inflation is 
in“any event a social evil of the first magni- 
tude. It ces an arbitrary and hap- 
hazard redistribution of purchasing power, 
favouring those whose bargaining power is 
strong while expropriating those whose ia- 
comes are fixed in terms of money, whose 
bargaining power is weak or who observe 
restraint in the exercise of the bargaining 
power they possess. It is the great enemy 
of thrift. It makes for easier profits from 
borrowed money ; it must defraud the saver 
who is the ultimate provider of the borrowed 
funds. It undermines the whole fabric of 
long-term contracts on which civilised 
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economic life depends. “The im ce of 
money essentially flows,” as Keynes re- 
minded us, “from its being a link between 
the present and the future.” For the present 
generation of savers the link has been an 
unreliable one. In recent years we have seen 
trustees and other responsible investors who 
would normally hold fixed-interest securities 
moving into equity investment on a large 
scale in the hope that this would afford some 
protection against the erosion of real value 
to which Government securities and all other 
claims to money have been subject. This 
illustrates how much can be lost if the future 
value of money is seriously questioned. 


CURRENCY STABILITY ESSENTIAL 


To preserve the stability of the currency 
is thus a major object of policy in its own 
right. It should not be left to come about, 
if at all, merely as a by-product of measures 
designed primarily to correct an adverse 
balance of payments. Yet the postwar record 
shows that we have in fact given priority to 
other objectives. 


The declared aims of the present Govern- 
ment embrace at least four other strands of 
policy, all admirable in themselves. There 
is prosperity, the aim of doubling the stan- 
dard of living over twenty-five years. There 
is full employment. There is the progressive 
freeing of the channels of enterprise. And 
there is the achievement of. that overseas 
surplus, of the order of £300 million a year, 
needed to sustain our position in the 
Commonwealth and in the world at large. 
For these objectives to be compatible with 
each other—and with the stability of the 
pound—the total demand on resources must 
be kept within reasonable bounds. 


EVENTS SINCE 1953 


Surveying the course of events from this - 
point of view, we need to carry our minds 
farther back than the beginning of 1955, 
since it is clear that last year’s difficulties did 
not materialise out of thin air. We find that 
all the major decisions of policy in the 
economic sphere during 1954 were of a 
nature to stimulate activity and release 
additional demands upon the economy, not 
to exercise a restraining influence. 

In the Budget of 1954, the most important 
provision was the introduction of investment 
allowances designed to encourage produc- 
tive investment. The universal approval 
which this measure received was clearly justi- 
fied. By contrast with house-building, in- 
vestment in manufacturing industry was 
actually lower in 1953 than it had been in 
1950, and it remained so during 1954. To 
speed up the modernisation of industry was 
an urgent task. All the same, it was an 
additional stimulus to spending, carrying 
with it the corollary that our general policies 
must ensure that the necessary savings would 
be forthcoming. 


The next important step was the reduction 
of Bank Rate from 34 per cent to 3 per cent 
in May. It is true that this move followed 
a reduction of rediscount rates in the United 
States, that short-term money was flowing 
into London and the current balance of pay- 
ments was in surplus. Nevertheless, our go 
reserves were still far short of the desirable 
level, while our costs and prices were tend- 
ing, as I have shown, to rise while those of 
other countries which are our chief corm- 
petitors in world trade remained stationary. 
Moreover, business confidence was high and 
the interpretation placed upon the Bank Rate 
decision by the business community tended 
still further to quicken internal activity. An 
additional stimulus came from the timing 
of the removal of hire purchase restrictions in 
July and August. 
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BANK RATE INCREASES 


No major decisions of any kind were an- 
nounced for another five months, although 
by the autumn of 1954 the gold inflow had 
ceased, consumption was beginning to run 
ahead of production, and prices as well as 
wages were climbing steadily. Early in 1955 
Bank Rate was raised by } per cent, but it 
was only in February, with the further 
advance of 1 per cent to 44 per cent, that 
effective action to moderate the inflationary 
pressures really began. 


Psychologically, even the second increase 
in Bank Rate had no very repressive effect, 
as is evident from the continuance of great 
activity in the market for industrial shares. 
It did, however, have the important result of 
making Treasury bills attractive to some 
private concerns whose normal habit would 
be to hold their liquid funds in the form of 
bank balances. As a result, the liquid assets 
of the banking system fell heavily in March 
and remained relatively low for some months. 


Advances were still rising, inevitably so in 
the light of the high level of activity and 
commitments already made. Hence the clear- 
ing banks as a whole reduced their invest- 
ment holdings by more than £250 million 
during the first half of the year in order to 
safeguard their liquidity ratios (the relation- 
ship between their holdings of cash, call 
money and bills, on the one hand, and 
deposits, on the other hand). ~ Over this 
period, we ourselves sold £42 million of 
securities. Thanks to this action, our liquidity 
ratio waS maintained continuously above the 
30 per cent level. 


THE CHANCELLOR AND THE BANKS 


While these developments were helping to 
change the financial climate, they had no 
perceptible effect on the level of business 


activity. On the contrary, in the second 
quarter, there was a further increase in 
private investment, while the external 


problem was aggravated by Continental 
anxieties about the future of sterling. 


It was at this stage that the so-called credit 
squeeze abruptly entered a new phase when 
the Chancellor of the Exchequer called upon 
the banks to effect “‘a pusitive and significant 
reduction in their advances over the next 
few months.” While this was clearly intended 
to expedite the working of the monetary 
restraints, it differed from the former 
measures taken not in degree but in kind. 
It was a reversion to the method of specific 
controls, a return in this one field to the 
technique of rationing that had been aban- 
doned in all others. Monetary policy proper 
operates through a tightening up of the 
capital market as a whole; its results are 
selective as between different forms of 
economic activity, but it achieves those re- 
sults by making all forms of credit, in the 
first instance, dearer and less readily avail- 
able to all users. An enforced cut in advances 
is an attempt to achieve similar results by 
making a particular form of credit unavail- 
able at any price in the amounts desired by 
particular users of it. 


We can all see now that it would have 
been better had remedial action been taken 
in time for an orthodox policy of. restraint 
to bring results before the weakening of 
European confidence in sterling injected a 
new element of urgency into the situation. 
We must admit, however, that by the middle 
of the year the Chancellor had very few 
courses open to him. It was clear that the 
seasonal expansion in the Treasury. bill issue 
was about to begin and would be accentuated 
for a time by Departmental support for the 
impending public utility issues. For some 
months, therefore, the authorities would have 
difficulty in sustaining a deflationary pressure 


by reducing the liquid assets of the banking 
system. 


It is not certain that a further increase in 
Bank Rate would have improved matters. 
And if that is accepted, the call for a reduc- 
tion in advances was certainly better, as an 
emergency measure, than no action at all, 
however unpalatable it may have been to 
the banks and the business community. Of 
that aspect of the matter, I shall have more 
to say later. 


LESSONS FOR THE FUTURE 


In looking back over this series of events, 
the important thing is to be as clear as we 
can about the lessons we can draw from it as 
a guide to future policy. Hindsight is always 
easy, and I suppose hardly any of us would 
pretend that we foresaw the course of events 
with that sharpness of outline that looking 
back permits. 


The first moral is surely the overwhelming 
importance of adequate exchange reserves, 
Had our reserves not been so near the danger 
level, we could have ignored a temporary 
loss of gold due to a running down of over- 
seas holdings of sterling—though if the 
reserves had been adequate, confidence in 
sterling would not so easily have been shaken 
in the first place. Had the reserves not been 
near danger level we could have ridden out 
with equanimity. a temporary excess of 
imports and have allowed time for a tradi- 
tional monetary policy to do its work. As it 
was, measures had to be taken which occa- 
sioned abrupt interference with our affairs 
and with those of our customers. 


Conditions in recent years could searcely 
have- been more favourable to the building 
up of a strong reserve had our policies been 
directed primarily towards that end. The 
volume of world trade has been expanding; 
the terms of trade have not been too un- 
favourable ; the rest of the world has been 
gaining gold from the United States. It is 
a sobering thought that the purely regional 
currencies of Western Europe are collectively 
backed by exchange“reserves four times as 
large as those supporting sterling, the 
currency in which nearly half the trade of the 
world is conducted: Since the end of 1951, 
the Continental countries have accumulated 
some $5,000 million of gold and dollars; 
our own reserves have actually fallen on 
balance’ and are indeed lower than in 1945, 
when prices were half their present level. 


This is a state of affairs that we must surely: 


all find deeply disquieting. ' 


NEED FOR TIMELY ACTION 


The second moral I would draw is that 
a modest application of the normal restraints, 
if undertaken early, will often avoid the need 
for drastic expedients later on. We must be 
prepared to take steps to level off demand 
before there is overt evidence that things 
have gone wrong. Ability to act in good 
time may well make all the difference 
between success and failure when one is rely- 
ing upon monetary policy to keep the 
economy on an even keel; and in my view 
we can best achieve this by observing all 
the time certain basic rules of financial 
prudence. This is even more important than 
improving the technique of economic fore- 
casting, important though that is. 


What, then, should be the criteria of 
action? As we look back, what seems to 
emerge is that we paid insufficient attention 
to one of the oldest signals of inflationary 
danger. It is true that in many respects the 
economy still appeared healthy as late as the 
summer of 1954. Nevertheless, there was 
one obvious clue that might have warned us 
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to take action earlier. It was the increage 
in the supply of money: that is, in bank 
deposits. ; 

The expansion of bank credit had beeg 
resumed in the middle of 1952. Ever since, 
bank deposits had been growing steadily and 
at their peak (allowing for seasonal factors) 
in February last showed an increase of nearly 
10 per cent, or nearly £600 million, over 
the 1952 low point. Basically, it was this 
expansion in the money supply that allowed 
the inflation to continue. For, as the 
Macmillan Committee pointed out.a quarter 
of a century ago, “... whilst a buoyant and 
optimistic market for investment and enter- 
prise may contrive for a time to carry on 
the same volume of business with a 
diminished supply of credit, there are 
definite limitations to the possibilities of 
this.” : 

Admittedly, the volume of production was 
rising as well as prices. But in 1954 there 
was the clearest indication that the supply 
of money, so far from placing any limitations 
on the inflationary boom, was actually out- 
stripping the requirements of business. That 
indication lay in the rising trend of gilt- 
edged prices. For had the supply of money 
not been tending to excess, this would not 
have happened. If bank deposits had been 
held down or reduced in face of the rising 
turnovers to be financed, gilt-edged, so far 
from rising, would have fallen. And the 
resultant rise in long-term rates of interest 
would have tended in turn to curb excessive 
activity—all of which has, of course, been 
happening in recent months. 


BANK DEPOSITS 


The third moral of recent events is thus the. 


importance of keeping a tight rein upon the 
volume of bank deposits as one of the main 
determinants of the flow of spending. In 
other words, the authorities must keep a 
tight rein upon the supply of Treasury bills 
available to the banking system ; for to say 
that the banks normally maintain a minimum 
liquidity ratio of 30 per cent is only another 
way of saying that bank deposits are a mul- 
tiple, not exceeding three and one-third, of 
their liquid assets. 


-How is that to be done ? The task is more 
difficult, of course, if public expenditure is 
excessive. But the mere fact that the public 
sector has to borrow a great deal does not 
mean ipso facto that it has to borrow in the 
form of floating debt. It is an abuse of the 
Treasury bill to treat it as the modern equivar 
lent of the printing press. Before the war, it 
was in fact a cardinal principle of Govern- 
ment finance to replace Treasury bills by 
long-term borrowing whenever the tender 
issue rose above what was considered the 
critical figure. Indeed, in 1938 Keynes was 
castigating the Treasury for doing too much 
of their financing by long-term borrowing, 
thus starving the banking system ,of bills, 
depressing gilt-edged and _ exerting 4 
deflationary pressure on the _ economy, 
The criticism of postwar Governments 
is that they have done precisely . the 
opposite. 

As we look back, therefore, we see that 
proper management of the gilt-edged market 


(and hence of the supply of money) is one of. 


the key regulators of the economy. 
understands the natural desire of Chancellors 
of the Exchequer and of Treasury 
to borrow as cheaply as possible. Neverthe 
less, one cannot hope indefinitely to com 
bine inflation with gilt-edged yields so low 


that, after tax, they do not even compensa — 


holders for the depreciation in the value of 
money, much less offer a genuine return upoa 
invested savings. Cheap money is a pe 
that we can safely enjoy only after inflate 
has been mastered. 


ve 






a 


8 
am 
sin 
fi 
be 
tot 
of 
sin 


SEBB8 ,. 


 SSBSBSEBHS. BSRER BF 


PSOePeRSEPTRSeres se 


BE. 


3 








‘he 
the 
ain 


a 
ills 
say 


uz ECONOMIST, JANUARY 28, 1956 
MEASURE OF DISINFLATION ACHIEVED 


All this clearly implies that the true 


measure of the disinflation brought about 
gnce February is the decline of just on 6 

cent in bank deposits, leaving them no 

r than in the middle of 1953. It is this 
decline in deposits—and therefore in the 
totality of bank assets—which is ultimately 
of importance, not the movement of the 
single asset, advances. 


among individuals, firms and companies. In 
normal circumstances our banking fits 
in with this. It comprises a number of units, 
each with its own individuality. And each 
of these units is accustomed to rely heavily, 
in its dealings with the business community, 
on the judgment and good sense of many 
hundreds of branch managers and other 
officials. 

The request of the Chancellor of the 


Clearing Bank Deposits 


(1948 =100) 


Lloyds Bank Index 


seasonally adjusted 


1950 


This is*not new doctrine ; it is all clearly 
set out in the Macmillan Report. It is a 
misconception to suppose that, because 
advances were still rising, there was no credit 
restriction during the period to June, whereas 
a great deal has been accomplished since. 
For, as the Macmillan Report _explicitly 
points out (Paragraph 227): 

“For the banks to keep the supply of 
advances for productive business equal to the 
demand for them does not serve to dispel the 
adverse effects of credit restriction, if it has 
to be done at the expense of the banks’ 
investments.” 


Conversely, a curtailment of advances 
would not spell credit restriction in the wider 
sense if it were to be offset by an increase in 
other bank assets: sooner or later, and 
through one channel or another, the funds 
@eated by the acquisition of those other 
assets would find their way into active 
employment. It is for this reason that a 
policy directed only to the restriction of 
advances can never really be a substitute for 
@proper monetary policy. 


INDIVIDUAL INITIATIVE 


But, beyond this, there are broader con- 

tions. Our kind of democracy depends 

for i its health and vitality on the wide diffu- 

tion of initiative, decision and responsibility. 

lis resilient and strong in proportion as 

are many citizens experienced in making 

ns and ready to carry, responsibility 

7 their consequences. This is what gives 

suppleness and vigour in adapting our- 

to changing circumstances. It pro- 

duces men who believe in themselves and 

country. The aim of Government 

therefore always, with the exception 

the siege of war, be to multiply the 

fumber of centres of individual initiative and 

Msponsibility, not to diminish it: to insist 

d that diversity enriches our kind of democracy 
| iid to discourage dull conformity. 


t is true in general holds true of our 
nomic and financial life. It is the justifica- 
of competition. For without competition 
cannot be that lively and invigorating 
of life which results from the wide 
m of initiative and responsibility 









Exchequer last July imposed conformity upon 
the banks. We were caused to make a 
common front to our borrowers and deal with 
them in terms of an external requirement 
which by no means always corresponded with 
banking considerations or their needs. The 
cost of conformity was high in another way 
also. In normal times one of the most valu- 
able safeguards to the public is the very real 
competition that exists between the banks. 
The dissatisfied customer can always go to 
the bank across the road. But at present, 
while we are carrying out the Chancellor’s 
wishes, this safeguard is to a large extent in 
abeyance, as an inevitable consequence and 
corollary of the policy of conformity. 

I feel that the sooner the present staté 
of affairs can be ended, the better for 
all concerned. Should this method of deal- 
ing with our affairs and those of our 
customers ever come to be regarded as 
normal, I should think, in the phrase of an 
American friend, we had agreed that the best 
gear’in which to move into ‘the future was 
reverse. 


“ONE NASTY CORNER TURNED” 


It would be premature to suggest that the 
disinflationary measures have as yet accom- 
plished their purpose. Undoubtedly, one 
nasty corner has been turned. The heavy 
gold losses of the third quarter have tapered 
off sharply, but we have not reached a point 
when we can be sure of steady progress and 
secure from all anxiety about the balance of 
payments: nor can we yet hope to achieve 
that substantial surplus which is one of our 
basic aims. 


Financially, the climate is very different 
from that of a year ago. Interest rates offer 
greater inducement to savers; the business 
world no longer finds the ample profit mar- 
gins of a year ago so easy to maintain. . But 
we are still waiting for evidence that the 
policy of restraint has brought any significant 
diversion of effort from the home market to 
the export field. 


CHANGED CONDITIONS 


We must remember that from one point 
of view. the measures taken are experimental. 
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Conditions today are in many respects very 
different from those in which monetary policy 
used to operate. The field of public expendi- 
ture, which is less directly responsive to 
financial pressure, has broadened. The assets 
of the banking system have come to consist 
predominantly of Government paper, and the 
incidence of taxation blunts the effect of 
higher interest rates on private borrowers. 
Joint stock companies tend to distribute a 
smaller proportion of their earnings and to 
finance themselves more and more from 
undistributed profits. A larger share of per- 
sonal income belongs to sections of the com- 
munity which are not directly affected by 
changes in the banking situation. Above all, 
our greater vulnerability in the external field 
means that if we are rather too slow in taking 
corrective measures we are not likely to be 
given time for these measures to have their 
full effect and put things right. 


From another point of view, it is all very 
familiar and has often been analysed and 
described. The situation we faced a year 
eo one in which expectations of profit 

high and interest rates low, in which 
bank credit was expanding, 
costs rising and the economy at stretch. 
It was, in other words, a working model of 
the inflationary boom of the textbooks. In a 
situation like this it pays to have regard to 
some old-fashioned beliefs, such as that the 
size of the money stock is important and 
that excessive reliance on short-term borrow- 
ing by the Government is dangerous. 


A solution acceptable to us all, consonant 
with our developed views about the kind of 
society we want, is well within our power. 
The condition is that we have the will to 
choose and carry out the means which are 
necessary to the ends we acclaim. 


rices and 


THE AVON INDIA 
RUBBER COMPANY 


CONTINUED STEADY EXPANSION 


The sixty-sixth ordinary general meeting 
of The Avon India Rubber Company, 
Limited, was held on January 24th at Melk- 
sham, Wilts, Mr C. M. Floyd, OBE (Chair- 
man), presiding. 

The following is an extract from his circu- 
lated statement: 


The group profit for the year, after pro- 
viding for taxation of £250,578, amounted to 
£247,132, compared with £95,273. 

Last year it was stated sales had beaten all 
previous records, and I am glad to be able 
to say the same again. With regard to the 
new financial year, upon which we have just 
entered, the prospects continue to be 
encouraging. Our efforts to improve our 
overseas trade are meeting with encouraging 
results 


Your Directors have thought it prudent to 
obtain further capital for the purposes of the 
Company’s business, while they have had in 
contemplation proposals in connection with 
the acquisition of other businesses. These 
proposals have now taken definite form and 
we have offered to purchase the share capital 
of George Spencer, Moulton & Co., Ltd., 
long established in the neighbouring town of 
Bradford-on-Avon. If this is accepted this 
acquisition will greatly strengthen our posi- 
tion in General Rubber Goods production. 
The capital raised would be used to finance 
new equipment and the improvement of 
existing facilities required to cover the steady 
expansion of our business. These. improve- 
ments are 


The report was adopted. 


tame. 
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MIDLAND BANK LIMITED 


SIGNIFICANT TREND OF BANK ADVANCES 
MEASURES TO OVERCOME BRITAIN’S RECURRENT DIFFICULTIES 
RESTRICTIVE MONETARY POLICY NOT WHOLLY EFFECTIVE 
LORD HARLECH ON LESSONS TO BE LEARNED FROM POSTWAR EXPERIENCE 


The One hundred and twentieth Annual 
General Meeting of Midland Bank Limited 
will be held on February 15th at the Head 
Office, Poultry, London, E.C.2. 


The following are extracts from the State- 
ment by the Chairman, The Right Honour- 
able Lord Harlech, KG, PC, GCMG, on the 
report of the directors and balance sheet for 
the year to December 31, 1955: 


The Profit and Loss Account for 1955 
shows a rise in net profit, due mainly to they 
larger volume of advances over the year taken 
as a whole and the higher level of interest 
rates, particularly on short money and bills. 
Against added gross revenue have had to be 
set the outcome of a fresh, comprehensive 
review of salaries, undertaken during the 
year, and the effect of rising costs generally. 
We have not yet encountered any modifica- 
tion of the favourable record in respect of 
bad and doubtful debts which has been main- 
tained throughout the expansive postwar 

riod, but we recognise the necessity of 
fortifying our position against a possible 
change in the climate of business. Out of 
our net profit we have decided to allocate a 
larger amount than a year ago to inner re- 
serves. 


From time to time I have commented on 
the importance of the Overseas Branch, not 
only to our own Bank, but as an auxiliary 
to the national effort in overseas trade and a 
leading constituent of the City of London as 
a world financial centre. Last year the turn- 
over at the Branch increased markedly with 
the greater scope for exchange operations 
and the freer use of sterling in trade settle- 
ments. The growth of world trade is re- 
flected in, among other things, the further 

- enlargement of the volume of documentary 
bills handled at the Branch, and with gradu- 
ally returning confidence the commercial bill 
is continuing to regain ground as a means of 
financing international trade. The number 
of individual payments made through the 
Branch is now much bigger than before the 
war, and the growth of the number of ledger- 
entries has been dealt with smoothly and 
efficiently ‘by the installation of most up-to- 
date machines. In addition to expansion 
arising from trade, a rapid increase has been 
noted in the volume and value of transactions 

«to meet the needs of foreign travel. The 
number of travellers’ cheques issued by this 
Bank in the course of a year now runs into 
millions, while the higher personal travel 
allowance has led to a sharp increase in the 
amount of foreign currency notes handled 
by the Branch. In respect of both trade and 
travel, further modifications of the system 
of exchange control, along wtih simplification 
of procedure, have led to a welcome reduc- 
tion in the volume of official forms which 
have to be largely prepared and handled by 
the Branch. The delegation of responsibility 
from the Bank of England, which has con- 
tributed to this trend, places upon our per- 
sonnel the duty of exercising judgment upon 
the facts, in the light of official directions, 
and this entails a high standard of insight 
and discretion. . 
Among our affiliated companies, the Mid- 
land Bank Executor and Trustee Company 
continues to obtain a full share of the grow- 


ing volume of estates for the administration 
of which corporate trustees are appointed. 
Thirty years ago the Company employed no 
more than a handful of men ; today it has a 
staff of well over 700 men and women, many 
of whom hold special qualifications for their 
work. Recently the thirtieth branch of the 
Company was opened at Plymouth ; further 
extensions are planned ; and where no branch 
of the Company itself exists its services are 
readily available through a branch of the 
Bank. This is a highly specialised business, 
and we are gratified to note its continued 
expansion. 


THE COURSE OF BANK ADVANCES 


On this occasion the annual records of 
our business are of unusual interest. First, 
the course of bank advances through the 
year is much more significant than any com- 
parison between our latest balance sheet 
figure and that for the end of 1954. The 
upward trend, which had lasted ever since 
the autumn of 1953, was brought to a turn- 
ing-point in the summer of last year. The 
sharp rise in Bank rate, in two stages, early 
in that year took place in conditions of un- 
usually severe seasonal stringency, and the 
pressure exerted by the authorities on the 
money market made it clear that the official 
intention was to restrict the supply of money 
along with an increase in its cost. The 
banks’ liquidity ratios were already near the 
presumed basic level of 30 per cent, and, 
although this figure is properly to be regarded 
only as a guide to banking policy and not 
as a minimum comparable in rigidity with 
the regular 8 per cent cash ratio, most of the 
banks took steps to maintain their liquidity 
ratios by selling investments, thereby accept- 
ing realised losses on sale and contributing 
to the decline in market values of gilt-edged 
securities, particularly those of shorter dates. 


This was the “normal” first stage in the 
working out of a restrictive monetary policy, 
since it emphasised and accentuated the all- 
round increase in the running cost of both 
long- and short-term borrowing. Neverthe- 
less, the demand for advances continued to 
rise. It became evident, however, that the 
banks were being forced, by pressure on the 
cash basis and on their liquidity, to take a 
less accommodating attitude than hitherto 
towards applications for new or increased 
advances. The fact that a change in the 
trend of advances was slow to appear was 
evidence, not so much of any inadequacy of 
response in the working out of monetary 
policy, as of the absence of marked over- 
expansion, through inflationary borrowing 
for speculative purposes or excessive building- 
up of stocks of goods in traders’ hands, 
against which orthodox measures had in past 
experience been directed. 


In July the pressure towards restriction was 
reinforced by the request on the part of the 
authorities that the banks should bring about 
“a positive and significant reduction in their 
advances over the next few months.” This 
was something new in monetary management. 
Hitherto official requests on credit policy had 
been. qualitative; in terms of the purpose of 
the proposed borrowing ; this one was quan- 
titative. I would like to give some idea of 


the size and nature of the “ odious and dis. 
agreeable task” or. “ disagreeable but neces- 
Sary exercise ”—to quote phrases used by the 
then Chancellor of the Exchequer himself— 
which was thus placed upon the banks. First, 
every one of the borrowing accounts with the 
Midland Bank had to be reviewed to see - 
whether, and by how much, it could be re- 
duced without impeding the conduct of busi- ~ 
ness within the officially approved categories: - 
and without ruthlessly disrupting such pro- 
cesses as the orderly realisation of the assets 
of a deceased estate to repay Advances made 
to meet death duties. At the same time the ~ 
flow of applications for new or increased | 
advances had to be dealt with, in a similarly 
rigorous manner. 


The practicability of enforcing a “ positive 
and significant reduction” in advances was 
limited by their. size-distribution. Thus, 
although in May, 1955, “ personal and pro- 
fessional” advances, for a -great variety. of 
quite reasonable purposes, made up little 
more than one-tenth of the aggregate amount 
of our advances, they comprised well over 
half the total number of our borrowing 
accounts. If we add the other two most 
numerous groups, of small retailers and those 
engaged in agriculture, we have an aggregate, 
in these groups alone, of roughly 150,000 
accounts, on which the aggregate borrowing © 
was only about one-quarter of the total 
advances. On purely personal accounts alone’ 
the amount outstanding worked out, on an 
average, at less than £250 per account. Sup- 
posing—as is quite unthinkable—that every 
one of the 90,000 borrowers within this cate- 
gory had been forced to repay his debt to the 
Bank, and that no new advances at all of a 
similar sort had been granted, so drastic an 
operation would by itself have reduced our 
total advances by only 5 per cent. The 
whole operation could have been nullified, in 
its effects on the total of advances, by in- 
creased needs on the part of a small number 
of large undertakings requiring added accom- 
modation for seasonal or export activity or 
some other commanding purpose like the ful- 
filment of defence orders. Meantime, it could 
have created widespread and .in many cases 
acute difficulty and much personal distress. 


It must be remembered, again, that for 
years past—indeed, ever since early in the 
war—the banks have been called upon 
have regard to_requirements of national 
policy, as defined by the Government of the 
day, in granting or withholding credit. 
Consequently, the scope for restriction on 
grounds of the purpose of the borrowing had 
already been severely limited. I can s i 
only for this Bank, but here it can be posi- 
tively stated that there was very little room 
for squeezing out advances which had some- 
how slipped through rigorous scrutiny, of 
for forcing customers to contract their opera- 
tions, or for urging upon selected--borrowefs _ 
the need to raise finance in some other form 
than bank credit. <a 

Clearly, then, the “squeeze” had to be 
applied over a wide field, and everywhere 
with individual consideration. It is ome 


thing to prescribe an overall cut, and to work 
towards some agreed percentage; it is a2. 
infinitely more difficult and invidious e: 
s0 tO apportion reductions, and here . 
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there to allow actual increases, as to achieve 
| the net result thus laid down. To do so 
with complete equity and without any 
damage to the legitimate -processes of busi- 
ness would require superhuman powers. We 
have been able to do no more than our best. 
Because of special factors operating at 
the end of each half-year, the reduction of 
million, or 16} per cent, shown by the 
advances item in our balance sheet as com- 
pared with the corresponding figure for 
June 30th is not an accurate measure of the 
contraction of borrowing that has in fact 
taken place. Furthermore, the reduction is 
largely due to the repayment of bank 
advances by gas and electricity boards out 
of the proceeds of public issues of stock. 
Allowing for these factors, the reduction in 
the remainder of our advances since July, 
when the Chancellor issued his request, can 
be put at about five or six per cent, and it 
appears to have been widely spread over 
categories and regions, In assessing the 
significance of this figure it can safely be 
assumed that but for the “ squeeze ” a further 
substantial increase in advances would have 
taken place. Moreover, the process of con- 
traction has to go on, so that the downward 
trend may be expected to continue. 


OTHER ASPECTS OF THE BANK’S 
BUSINESS 


The rising demand for advances in the 
early part of last year was met, by the banks 
as a whole, only at the cost of heavy sales 
of investments, as already noted. For this 
Bank no such sales were found necessary, 
inasmuch as our ratio of liquid assets to 
deposits fell only a little below 30 per cent, 
which has never been regarded as a rigid 
minimum, but only as a flexible lower limit. 
Later in the year, having regard to the limita- 
tions on the credit base and the outlook for 
seasonal and other factors, we took the view 
that some reinforcement of our liquidity ratio 
was desirable. Accordingly we accepted 
repayment of £28 million, of Serial Funding 
Stock, which fell due on November 14 last, 
and have used the proceeds in the money 
market. Hence the reduction in the balance 
sheet value of our investments over the year 
—a reduction brought about without actual 

~sales. The result is seen in a liquidity ratio 
of 38.2 per cent of deposits, as against 29.1 
at the lowest point of the year and 36.3 per 
cent at the end of 1954. ‘The figure at the 
end of December marks a seasonal peak ; 
it invariably falls heavily in the immediately 
ensuing months as a result of the concentra- 
tion of tax payments in the final quarter of 
the fiscal year. A percentage of 38.2 at the 
end of the calendar year is therefore no sign 
of a position of ease or of relaxation of official 
policy. We foresee that the excess over the 
notional 30 per cent may be fully needed to 
meet the tax drain over the current quarter. 

We have consistently maintained the basis 
of balance sheet valuation of investments 
which was explained at length in my State- 
ment three years ago, and the reasons then 
set forth for its adoption have become more 
cogent during the past year. Our portfolio 
has been arranged in such a way that we 
could foresee the availability from time to 
time, if needed, of reinforcements of our 
liquid assets by way of redemption of 

mment securities at par rather than 

sales in the market. So far as this can be 
done, market fluctuations in values of invest- 
Ments can safely be ignored, and no good 

| Purpose is achieved by repeated adjustments 
of Teserves, disclosed or undisclosed, to bring 
the published figure of investment holdings 

m to market values. Over this past year, 
instance, we started with an investment 
holding the market value of which exceeded 

‘| 8 book value of £488 million by £12 million. 
By June 30th, as shown in our published 


statement for that date, the position had been 
reversed, the market value falling short of 
book value by £18} million. At one stage 
during the ensuing months “market” was 
actually more than £35 million below 
“book”; and from the note on our latest 
balance sheet the difference is seen to be 
£234 million on a holding shown at £461 
million. Such fluctuations have no direct 
relevance to the true value of a portfolio of 
investments all of which have final dates of 
redemption within a short period and some 
of which fall due at more or less even 
intervals in the near future. Our present 
holding of Government securities is all within 
ten years ; the average life of the securities 
is five years ; and a substantial amount falls 
due in 1956. 

The lower balance sheet figure for 
deposits, £1,460 million as compared with 
£1,488 million a year ago, is a natural reflec- 
tion of the contraction which appeared in 
bank deposits generally in the latter part 
of the year. It would be misleading, how- 
ever, to accept the figures as a true measure 
of monetary disinflation,. What -has happened 
is that substantial amounts of money lying on 
deposit account with banks to the credit of 
large business customers have been with- 
drawn and applied to taking up Treasury 
bills or to investing in tax reserve certificates 
since the terms of these were made more 
attractive last September. 

Clearly with the background of- current 
monetary policy in mind, this is not the time 
to consider any widening of the range of 
functions of commercial banks to supply 
finance for what are essentially capital pur- 
poses in industry and trade, Indeed, recent 
experience has emphasised on the one hand 
the desirability of raising funds for such 
purposes from traditional sources of capital 
investment, through which genuine private 
savings are mobilised, and on the other hand 
the availability of such funds when the terms 
on which they are sought are made suffi- 
ciently attractive. The course of events over 
the past year has underlined the advantages 
of the flexibility, in terms of national policy 
and business needs, of the system under 
which the commercial banks confine them- 
selves to. the provision of short-term credit 
just when and in the amount and form re- 
quired for purposes within the broad defini- 
tions laid down by national policy. The 
restriction called for from the banks would 
have been even more difficult to achieve 
than it has been if any substantial proportion 
of bank advances had been in the nature 
of a “ lock-up ” of credit in open or disguised 
provision of capital finance. As things are, I 
do not think it can be contested that the 
banks have been fulfilling their proper func- 
tion. Speaking for this Bank alone, during 
the four years 1951-54—that is before the 
recent period of stiffened restraint—we 
sanctioned new borrowing facilities for 
customers, over and above the very large 
amounts renewed from time to time, amount- 
ing to no less than £650 million. In addition, 
over the same period we bought from the 
market £450 million of short-term commer- 
cial bills: Thus one Bank alone provided 
new liquid accommodation, for the day-to- 
day conduct of business of all kinds, amount- 
ing to the vast total of £1,100 million. And 
all this was done within the spirit of the 
requests’ made from time to time by the 
monetary authorities and with full regard for 
the safety and liquidity of the funds made 
available for our use. 


THE PROBLEM OF PAYING OUR WAY 


The monetary measures I have described 
formed a part of the broad strategy worked 
out by the authorities in ing with an un- 
favourable development on the United King- 
dom’s. balance of payments. Difficulties of 
this kind have been recurrent since the war, 
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reaching an acute stage in 1947, 1949 and 
1951 and calling for action again in 1955. 

Anyone looking at the official estimates 
mut be struck by the wide swings that have 
been recorded in the balance of payments, 
even since the drastic remedy of devaluation 
was adopted. In 1950 there was a substan- 
tial surplus on current transactions ; in 1951 
a large deficit ; in 1952 to 1954 a considerable 
but diminishing surplus; and for 1955 it 
seems likely that bare equilibrium may have 
been achieved. When the items im the 
account are examined, the biggest single 
element of disturbance is found in marked 
variations in the volume of imports and in 
the prices of food and raw materials from 
overseas. Similarly wide swings are recorded 
in the balance of payments between the 
sterling area as a whole and the rest of the 
world including the dollar area; and these 
again reflect a demand for imports. which 
from time to time has had to be restrained. 

The record is disappointing, for it indicates 
that the basis of our international position is 
not yet strong enough to absorb the “impact 
of such fluctuations in receipts and payments 
as are inseparable from our heavy dependence 
upon international trade. It might have been 
expected that by now—more than ten years 
after the end of the war—the position could 
have been built up to avoid periodical resort 
to special corrective measures. True, we have 
had to carry a burden of re-armament far 
larger than could have been foreseen. On 
the other hand, we have had the benefit of 
Marshall aid and defence assistance. More- 
over, in the earlier years our opportunities 
in overseas markets were enlarged by the 
temporary prostration of formerly powerful 
competitors, while we have enjoyed through- 
out the preference afforded by sterling area 
controls over dollar expenditure. 

I do not wish to belittle the great achieve- 
ments of our export industries. The expan- 
sion of Britain’s export trade to a volume of 
goods two-thirds larger than before the war 
is testimony to enterprise in the face of many 
difficulties. At the outset a growth of this 
magnitude was seen to be necessary, as a bare 
minimum, in consequence of the change in 
the status of the United Kingdom “from 
being the world’s greatest creditor to 
being the world’s greatest debtor” (as the 
Chancellor of the Exchequer put it). Even 
so marked an expansion has proved insuffi- 
cient to take the strain of a full, unregulated 
United Kingdom demand for imports and 
the disturbances to which the balances of 
payments of other parts of the sterling area 
are susceptible. Nor are our gold and dollar 
reserves large enough, by themselves and on . 
present figures, to meet the requirements of 
full convertibility of sterling. Though much 
has been achieved, much remains to be done 
—and that in a world of progressively more 
intense competition. 


Recurrent balance of payments difficulties, 
and the measures taken to deal with them, 
are much more than a political nuisance ; 
they are disturbing to the even flow of com- 
merce and to the carrying out of plans for 
expansion of industry and trade. Further, 
they are damaging to the business reputation 
of the United Kingdom and to her status 
as a financial centre, which in the past has 
contributed much to our prosperity and pro- 
gress. It is therefore important to ask our- 
selves, once again, what we can learn from 
post-war experience. In these days economic 
policy is shaped by a wide range of factors 
springing from the day-to-day decisions of 
consumers, workers, savers and investors, 
business men, public bodies and representa- 
tive labour and éther organisations. Respon- 
sibility for the course of affairs is thus shared 
in by all elements of industry and trade and 
is affected by political opinion in all sections _ 
of the community. . 
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LESSONS OF EXPERIENCE 


The first lesson of experience springs from 
the great variety of measures taken to over- 
come our balance of payments difficulties 
even before those with which we are now 
immediately concerned. Quite apart from 
the major adjustment throu h devaluation in 
1949, they include direct import restrictions 
and stiffening of exchange controls, including 
limitations on travel allowances ; temporary 
borrowing from the International Monetary 
Fund ; rationing and repeated changes in 
rates of purchase tax and similar imposts ; 
hire purchase restrictions, “ qualitative” 
credit control and cuts in “capital expendi- 
ture ; variations in profits tax and tax allow- 
ances on new fixed assets; and, in 1951-2, 
tighter and dearer money. The conclusion 
to be drawn from this record is obvious and 
yet easily forgotten, namely, that no com- 
bination of measures so far tried has been 
lastingly efficacious. 


Some of these measures, as well as the 
monetary steps already described, were called 
into action again in 1955—among them, tax 
deterrents to spending and distribution of 
dividends, restrictions on hire purchase 
credit, and measures designed to curtail 
capital expenditure by public authorities. 
There were signs in the autumn that the 
overseas trade figures were becoming some- 
what more encouraging, but little evidence 
has yet appeared of any appreciable contrac- 
tion of the flow of spending in the home 
market. One cannot escape the conclusion 
that the causes of the persistent malaise in 
the national economy lie deeper than mone- 
tary measures, alone or in conjunction with 
more direct controls, can penetrate. 


The second lesson is equally plain to see. 
It is that the purchasing power of the pound 
has not yet been brought finally under con- 
trol, though the necessity of doing so has 
been a theme of almost every budget speech 
since the war. In this matter the United 
Kingdom’s record in recent years compares 
unfavourably with those of other highly in; 
dustrialised countries ; and this unfavourable 
comparison is particularly damaging for a 
country so dependent as ours is upon success- 
ful competition in overseas markets. For this 
purpose continuous improvements are called 
for in productivity and efficiency in distribu- 
tion, and here there are grounds for thinking 
that other countries; notably the United 
States and Western Germany, can show a 
more successful record than the United 
Kingdom’s. 

The third lesson of experience is one that 
has long been familiar to all engaged in 
foreign trade and the business of foreign 
exchange markets. Yet it needs stating 6ver 
and over again if right conclusions are to 
be drawn as to the requirements of economic 
policy. It is that people outside the United 
Kingdom take a severely utilitarian view of 
the pound sterling, and in the long run are 
less and less impressed by any claim it may 
have to historic status. Traders and other 
people abroad who come into possession of 
sterling are much more concerned with its 
practical attributes. They judge its desir- 
ability by what can be done with it. They 
are interested in what it will buy, not only 
now, but in the future—and find it an un- 
satisfactory standard of value if the ultimate 
payment for what they buy is going to be 
enlarged by deferred delivery dates, escalator 
clauses, and the seller’s insistence on “ prices 
at date of delivery.” They ask themselves, 
too, whether the pound is a good thing to 
hold for value, and whether, if they keep it, 
it will assuredly be available for their free 
use at any time they may want it. They 
will form their own judgments on these ques- 
tions 1 watching the course of events here, 
and will be left unmoved by any theoretical 


calculations as to whether the pound sterling 
is “under-” or “over-valued,” at current 
exchange rates, in terms of other currencies. 
It is a commonplace that confidence in the 
pound sterling is vital to the welfare of this 
country ; but confidence is not a quality 
that is in any way separable from the facts 
of the market-place ; it grows or shrinks on 
the interpretation put upon facts, and the 
inferences drawn therefrom, by people out- 
side the United Kingdom. 


In the situation I have outlined it is not 
difficult to see what is required of us if 
Britain is to hold her own in world trade, 
and thereby in relative standards of living. 
A high rate of technological progress must be 
maintained, and this in turn calls for heavy 
new capital investment and a full flow of 
voluntary saving. There must be ready 
adaptability to the varied and changing de- 
mands of overseas markets, particularly those 
whose buying power is now rapidly increas- 
ing and becoming more widely distributed 
and selectively exercised. But the greatest 
effort and enterprise along these lines will be 
frustrated by the continuance of present un- 
certainties, It is essential so to arrange our 
affairs as to give proper assurance, both to 
our own exporting industries and to pros- 
pective buyers abroad, as to the future trend 
of costs and selling prices. 


UNDERLYING CHANGES REQUIRED 


Thus on all grounds, whether our imme- 
diate concern be with home affairs or with 
maintaining national solvency in a competi- 
tive world, it is an indispensable require- 
ment that any further decline in the purchas- 
ing power of the pound be arrested. For this 
condition to be fulfilled, something more is 
necessary than good judgment and ingenuity 
in managing the monetary system. The 
record shows that monetary management 
cannot by itself maintain both full employ- 
ment and the purchasing power of the cur- 
rency. If both are to be secured, important 
changes must take place in ideas and be- 
haviour ; without such changes, both are 
likély to prove unattainable. 


For one thing, we need to get rid of mis- 
conceptions‘about the meaning of “full em- 
ployment,” now everywhere accepted as a 
major end of economic policy. Properly un- 
derstood, it does not confer upon any indivi- 
dual an inalienable right to retain his present 
job for as long as he himself chooses and to 
move to another one just as he feels inclined. 
Nor, on the other hand, is it intended to keep 
open a free field for “ poaching” of key em- 
ployees, with all the waste and frictions that 
result from excessive staff turnover and the 
loading of costs with a variety of inducements 
and incentives. In practical terms, what 
should be aimed at has been well expressed 
in a document prepared by the Reserve Bank 
of New Zealand: namely, “a situation where 
there is a job for everyone who wants one, 
and a'man or woman available to fill every 
job offering—with some transition between 
jobs. ... In the interests of an efficient and 
effective economy it should be about as easy 
for an employer to fill his vacancies satisfac- 


‘ torily as it is for a disengaged person to find 


a suitable job.” 


A second, urgent and indeed vital need is 
to re-establish and maintain respect for the 
outcome of orderly negotiation—a revival, in 
other words, of personal responsibility for 
the observance of collective agreements on 
terms of employment. 


The basic facts are simple. As a nation we 
live by overseas trade: we can buy abroad 
what we like, up to the value of what we sell: 
and what we sell must depend upon our 
ability to deliver what the overseas customer 
wants, when and in the form that he wants 
it, and at the price he is willing to pay after 
looking at other peoples’ shop-windows. 
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ILLINGWORTH, MORRIS 


& COMPANY 
(Worsted Spinners) 


EXTREMELY HEALTHY ORDER 
BOOKS 


The thirty-sixth annual general meeting 
of Illingworth, Morris & Company, Limited, 
was held on_ January 25th in_ Bradford, 
The Right Honourable Lord Wilmot of 
Selmeston, PC, JP (the Chairman), presiding. 


The following are extracts from his circy. 
lated statement : 


The Trading Profit agd Investment 
Income for the year less interest charges 
amount to £459,497, which represents the 
results of the Parent Company for 12 months 
and the new subsidiaries for 11 months, com- 


pared with £687,524 in the previous ]2 


months for the Parent Company only. 


Group Current Assets exceed Current 
Liabilities by £3,962,370 and Revenue 
Reserves amount to £1,322,741. 


The year under review was one of declin- 
ing wool prices. Despite this decline busi- 
ness came along in adequate volume to 
all our mills as fully employed as they could 
be with the present labour shortage. 


The order books at all our Branches are 
extremely healthy on the shorter delivery 
dates which became established almost a 
year ago. The revival in the hosiery trade 
has been very welcome, in increasing our 
sales of white yarns, and the export demand 
for the cloth made from our coloured yarns 
is very gratifying. There is still a forei 
demand for high class British craftsmanship 
and the prospects for the finer end of the 
trade seem to be bright. 


I mentioned last year a scheme of reorgani- 
sation at the James Tankard Branch which 
included the provision of a new shed exten 


‘sion. It is expected that the construction will 


be completed towards the end ‘of 1956. We 
shall then .proceed with the new plant lay- 
out for continuous flow of production. 


The wool selling season is almost half way 
through and demand appears to be broaden 
ing in all Centres. Australian and South 
African wool prices have in the main reached 
their highest point of the season so far, The 
recovery in the prices of merino wood 
during recent weeks has been gradual rather 
than spectacular, but the hardening tendency 
appears now to be more firmly maintained. 


This revival of interests in wool cannot 
attributed to exceptional activity in any one 
consuming country. It is rather that the 
general demand has widened and appears 10 
be widening still further. 


CHAIRMAN’S ADDITIONAL REMARKS | 


Addressing the meeting, the Chairmat 
said: Since writing this Statement, I am 
happy to say that our Order Books have cot 
tinued to show a very satisfactory position, 


‘sales having been: at a rather higher rate than 


our production. Although all our mills have 
been working as fully as is possible with the 
present shortage of workers to which I have 
referred, this has reduced our output some 
what below what would be the possible max 
mum, a 
Although the outlook is thus very good, 
must draw attention to the fact that if the 
Strike in the Australian docks, which begat 
a few days ago, should continue, it \ 
seriously affect our supplies of raw mat 
and would have grave consequences — 
Bradford and the Wool industry generally. 


The report was adopted and the total 
Ordinary dividend distribution of 7} pet cet 
for the year was approved. ; 
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EFFECT OF CREDIT SQUEEZE ON NATION’S ECONOMIC STABILITY 
LORD ALDENHAM ON NEED FOR SELF-DISCIPLINE 


The Annual General Meeting of West- 


(ginster Bank Limited will be held on 


february 15th at the head office, 41 Loth- 
pury,- London, E.C. 


The following are extracts from the state- 
ment by the chairman, The Right Honourable 
lord Aldenham, which has been circulated 
with the report and accounts for the year to 
December 31, 1955: 


It is with deep regret that I refer to the 
death in April last of the Hon, Rupert E. 
Beckett. Mr Beckett, was for twenty years 
Chairman of this Bank. We miss his sturdy 
cmmon sense and the knowledge he had 
gained from a lifetime in banking ; and, most 
gf all, we miss a wise friend. 


BRANCH EXTENSION 


Whilst our policy of branch extension has" 
made satisfactory progress during the year, I 
feel I should say that in the economic con- 
ditions obtaining we have not been able to 
proceed with all our plans in this sphere. 
However we opened 17 new banking offices 
during 1955, bringing the total number to 


1147. 


‘The principal factor in the continued 
growth of our overhead expenses during 1955 
was the improvement in the remuneration 
of staff at all levels. Otherwise I ara pleased 
fo say that we have been. able to keep the 
fie in our general expenses to a modest 
figure. 

‘You will see from the balance sheet the 
extent of the deficiency in the market value 
@ our holdings of British Government 
wcurities. Once again experience during the 
year has demonstrated the readiness with 
Which the gilt-edged market reacts to any 
monetary change, and in particular to the 
mising of the Bank Rate. For this reason 
we have, in the best interests of our 
depositors and shareholders alike, made sub- 
stantial allocations towards the strengthening 
dour Published and Inner Reserves, while 
atthe same time maintaining our dividend 
m the “B” shares at 4s. per share. Since 
we had decided not to use Inner Reserves 
to write down the value of our investments, 
it seemed prudent to add £1 million to 
Published Reserve. 


THE ACCOUNTS 


You will notice that the total of Current, 

it and Other Accounts has fallen by 

tarly £65 million during 1955. To a great 

extent this reflects the monetary and credit 

Policies introduced by the Government in 

the course of the year, to which I shall refer 
in my Statement. 


On the other side of the balance sheet, the 
fall in Advances—our most important earn- 
img asset—amounted to nearly £18 million 
since December, 1954; but a more signi- 
leant reduction is to be found when compar- 
a. balance sheet figure for this item 

that of June last. This shows that 
Advances have fallen by over £50 million 
the six months. 


“As regards Investments, our other main 
a asset, we found it desirable to effect 
Tilisations and accept redemptions to the 
Gient of over £60 million, mainly during 
the carly part of the year. 


Hawi g reported to you the falling away 
two principal earning assets, it is 


of our 





satisfactory to be able to tell you of two 
favourable features, namely the benefit we 
receive from the currently higher yields on 
overdrafts and on the funds we employ at 
short notice, though of course we pay more 
interest on our deposits. 


Our foreign business continues to expand. 
In mentioning this I must again pay tribute 
to the zeal of those among our Senior 
Officers who have undertaken extensive visits 
abroad during 1955 in the interests of the 
Bank. At the beginning of the year one of 
our Joint General Managers and a member 
of*our Foreign Branch Management covered 
a very wide area in the Far East and, addi- 
tionally, our representatives visited the 
Middle East. and Western Europe. There 
is no doubt that these tours play a great part 
in both the maintenance of old relationships 
and the development of new. 


Our auxiliary, Westminster Foreign Bank 
Limited, continues to transact an increasing 
volume of business in France and Belgium, 
particularly in connection with the finance 
of imports and exports. 


Ulster Bank Limited, our subsidiary in 
Ireland, has had a ‘satisfactory year and has 
shown increased profits. 


INTERNATIONAL RELATIONS 


At the end of each year we naturally think 
back on the two questions of whether or not 
we are nearer to peace, and whether or not 
we are nearer to economic stability in this 
country. 


Our hopes that we were at last beginning 
to see a better understanding between nations 
were disappointed in the closing months of 
1955, but I do not think that war has thereby 
been brought nearer. We are facing a new 
phase of the cold war, and it is likely to try 
our patience sorely. It was irritating, for 
example, to read in December of Russian 
misrepresentation of the part we played in 
the past in India and Burma; but it is un- 
likely that this provocation was’ intended to 
lead to war. It would not be clever to pro- 
voke the British people before attacking them 
in -war—and the Russians are clever. In 
1939 many of us thought that the major 
idiocy of a world war would be averted by 
the knowledge on both sides that it would 
indeed be idiocy. The reason it was not 
averted was, I suppose, that Hitler believed 
that he could infict crushing damage before 
we could retaliate. I trust that during 1956 
and in the years to come we shall make sure 
= = other country can entertain a similar 

ef. 


THE CREDIT SQUEEZE . 


With regard to the economic stability of 
our country, the outstanding feature during 
1955 for the banks, and, through the banks, 
for every business in the country, was the 
policy of credit restraint from February until 
July, and of actual credit squeeze since July, 
which still continues. It has been a most 
unpleasant policy both for our customers 
and for ourselves—taking the short view, 
costly to our customers, who might have 
used more money with advantage, and costly 
to ourselves, as advances would have earned 
us more interest. But in the long run it pays 
all of ‘us to see this country getting back to 
a sound position again, and one of the 
measures necessary to effect this was, and 
is, the credit squeeze. It should be em- 








phasised that it is but one of the necessary 
measures, 


The banks therefore all agreed to accept 
the Government’s request that this restraint, 
and later this squeeze, should be enforced, 
and indeed our conventional liquidity ratios 
would soon have forced us to call a halt, if 
the increasing demand for advances, which 
has been so marked a feature of recent years, 
had continued, and if at the same time the 
Treasury and Bank of England had, as they 
have done, vented our deposits from 
rising. Inciuentally the ability of these 
authorities to diminish the credit base, and 
thus force us to restrict advances, has been 
clearly shown ; this should kill the hoary old 
myth that the trading banks can increase the 
volume of credit at will. 


The effect of the period of restraint, 
February-July, 1955, has been under- 
estimated ; total advances rose considerably, 
but. would certainly have risen much faster 
in the conditions then prevailing but for this 
restraint, 


FALL IN ADVANCES 


The squeeze still continues, and in the 
period August-November total advances of 
the British Bankers’ Association fell by 10.6 
pe cent. Public Utility borrowing from the 

anks was brought down sharply by two 
funding operations, but the average fall in 
all other classes, though less in proportion, 
was “positive and signi es 

It is much to be hoped that the acute 
phase of the squeeze will not be very pro- 
longed; a policy that must of necessity 
restrict the normal keen competition between 
banks would be very undesirable if long 
continued. 

I must record my thanks for the sympa- 
thetic understanding of our di position 
which our customers have shown to us during 
the squeeze ; this does great credit to their 
fair-mindedness in very irksome circum- 
stances and t credit also to the way in 
which our — have carried 
out this invidious task. It has been most 
laborious for us to try to be absolutely fair 
in applying the squeeze; agriculture and 
exporting business had obviously to be given 
— special treatment. Authorities 
had to be restricted in their borrowings from 
us like ev else ; but their difficulties 
were solved by the door of the Public Works 
Loan Board being wide open to them for 
many months after the squeeze started. The 
Government’s especially tender treatment of 
Local Authorities is not surprising when it is 
remembered how very large a proportion of 
Local Government expenditure is due to the 
Central Government’s directions. 


SHARE VALUES 


One result of the squeeze has been the fall 
from their peak in the prices of ordinary 
shares—a fall which, in six months, has 
amounted to some 14 per cent. The big rise 
that had occurred was due in two ways to 
the failure of successive Governments to hold 
down inflation. Inflation causes i 
apparent profits, and causes also a scramble 
for ordinary shares at the expense of British 
Government and other fixed-interest securi- 
ties as a partial hedge against still further 
inflation. Thus if inflation, and the fear of 
inflation, are not checked, investors will turn 
more and more towards ordinary shares, and 
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it will become increasingly expensive for the 


Central Government, and for the Lecal 
Authorities, to borrow fresh money or even 
to renew their existing borrowings. 


A very important reason why we must 
restrain inflation is that it is necessary for 
this country to achieve a proper balance 
between imports and exports, and it would 
seem: most desirable to continue the mone- 
tary measures designed to limit our power 
to buy non-essentials, rather than use tariffs 
or import quotas. Lack of purchasing 
power with which to buy’ such imports is 
much less likely to lead to reprisals from 
other countries than the alternative method 
of a Government-imposed ban. 


RESERVES AND IMPORTS 


With so many signs of apparent prosperity 
in the country—full employment, an improv- 
ing standard of living, good business profits, 
better housing and increasing production—it 
may be asked why it should be necessary to 
apply any check. Perhaps the most con- 
vincing short answer is that in this one-year, 
1955, we used up more than one-fifth of the 
whole of our gold and dollar reserves. Much 
more than the whole of the gain during 1954 
was used during 1955, and we must not forget 
that this reserve has to provide for the needs 


. of the whole of the sterling area. Up-to-date 


figures of additions to or withdrawals from 
the gold reserves during 1955 by the rest of 
the sterling area are not available ; but it 
would seem likely that the United Kingdom 
was responsible for the major part of this 
drain on the reserves. 


One of the most important factors con- 
tributing to this loss of reserves in 1955 was 
the increase in imports into this country. A 
part of these increased imports consisted of 
steel and other materials needed to ease the 
shortages caused by our efforts to improve 
our factories and their. equipment without 
sacrificing anything else. These improve- 
ments will stand us in good stead in the 
future in an increasingly competitive world. 
Some part of the reserve, too, may have been 
used in buying raw materials which will in- 
crease our exports in 1956, but that cannot 
be seen yet. It would be more satisfactory 
if the whole of the loss of reserves had been 
reflected in these two uses. . But even if that 
had been the case it would still be unsatis- 
factory, seeing that our reserves of gold and 
dollars are so much too small for our needs. 


NEED FOR SELF-DENIAL 


Our first reaction to a loss of reserves such 
as this is nowadays unhappily likely to be, 
“What are ‘They’ going to do about it ?” 
The healthy reaction should surely be, 
“What are ‘We’ going to do about it ?” 
For instance, if during 1955 we 50 million 
people had each spent £5 less on ourselves, 
the increase in production could just about 
have provided the whole of the increased 
fixed investment without loss of gold reserves. 

For all our sakes we ought to insist that 
the modernisation and ré-equipment of our 
factories and of our agriculture should go on 
apace, but to insist also th * it should be done 
out of some small immediaie self-denial, and 
not at the expense of our reserves. 


It is not only the age-old problem of 
whether the increase in our year’s earnings 
should give us more jam today or more jam 
tomorrow ; during 1955 by encroaching on 
our reserves we have also used up some of 
the jam from previous years. 


It is only human to demand that some of 
this year’s jam should be consumed this year, 
but it would seem that we have erred not a 
little-.in favour of immediate consumption 
while at the same time trying to provide 
better -equipment for the future ; 





certainly we ought not to have raided the 
scantily furnished lartler. ; 


DIVIDENDS 


Governments can do much in economic 
affairs, but the people can always do much 
more if they have the will. So often Govern- 
ment action has had a quite undesired effect. 
For example, dividend restraint has been 
desired by all governments since 1945 as a 
means of checking consumption, yet their 
actions have frequently encouraged the 
opposite. When the public utilities were 
nationalised, Stock Exchange prices were 
generally used as the basis of compensa- 
tion, though it is well known that those prices 
are governed much more by dividend yields 
than by earnings. 


Does not this give a strong inducement 
to high dividends if there is the slightest risk 
of nationalisation at some time in the future? 
Again, the very able Royal Commission on 
Taxation under Lord Radcliffe strongly con- 
demned differential taxation of distributed 
profits, and yet we find one major political 
party increasing the distributed profits tax 
and the other major party loudly acclaiming 
this action.. Is it not natural for directors 
to pay as large dividends as they prudently 
can, lest worse befall ? 


HOUSE RENTS AND PERSONAL SAVINGS 


It has for long been clear that the general 
level of house rents since the war has borne 
little relation either to the cost of providing 
and maintaining houses or to. the ability of 
many tenants to pay. The Government’s 
action in reducing the Exchequer subsidy on 
new council houses, and in suggesting to 
Local Authorities that they should apply the 
benefit of the subsidy where it is most 
needed, is therefore welcome. But the real 
test of the Government’s determination to 
deal with the rent muddle lies in the question 
of rent restriction, which they have promised 
to review. It remains to be seen with what 
firmness they grasp this political nettle. 


The upward trend of personal savings has 
slowed down during 1955, in so far as the 
official figures for “small savings” can be 
taken as a guide to the total ; indeed during 
the last half of the year withdrawals from 


national savings exceeded new saving. This . 
lack of success may be due to the rather more © 


rapid fall in the purchasing power of the 
pound during 1955 and to the widespread 
and regrettable belief in the country that in- 
flation will inevitably continue ; or it may 
be due to the very general buying spree. But 
the failure to save, from whatever cause it 
arises, throws away a powerful weapon by 
which the people could maintain the value 
of their own pound. — 


A large contributing factor to our present 
difficulties has been the coal situation ; fixed 
investment in improving our mines has con- 
tinued at the high rate of over £80 million 
per annum, yet much greater quantities of 
coal have had to be imported at high cost— 
probably £80 million worth, and much of it 
in dollars. In 1953 the nation was led to 
hope that the coal output lost through the 
introduction that year of an extra week’s paid 
holiday for mineworkers would be made up 
by better performance at other times ; and 
again it was promised in January, 1954, that 
in return for higher wages 5 million tons 
more deep-mined coal would be raised ; and 
neither hope was fulfilled. 

None of us can apportion the blame for 
these two failures as between the National 
Coal Board and the National Union of Mine- 
workers, but meanwhile the nation suffers. 
The’ report of the Advisory Committee on 
the Organisation of the Coal Industry pre- 
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sided over by Sir Alexander Fleck makes dis. 
quieting 
EXPANSION OF EXPORTS 


During the past year our efforts to stimy. 
late international trade have not been y 
successful. It is true that our exports to 
North America increased in spite of the 
restrictions of the “ Buy American” Act, but 
our imports from that area increased a very 
great deal more. The same thing 
in our trade with the European Payments 
Union countries: our exports increased, but 
our imports increased much more. 


We cannot be at all sure that the improve. 
ment in exports will continue at the same 
rate during 1956. Our programme of coal 
exports has had to be curtailed, thus inflicting 
damage on some of our good Euro 
customers. The economy of two other of our 
best customers, Australia and New 
got out of balance, and their imports from us 
have had to be restricted, Moreover the com- 
petition for world export markets increased; 
Germany was increasing her proportion of 
the whole at our expense even before the 
effect of the dock strikes in 1954 and 1955 
marred our figures. Encouraging features of 
the year have been the growth in our pro- 
duction of steel and the rapid gain in export 
markets by our aircraft, by our chemicals, 
and by our machinery. 


LESSONS FROM OTHER COUNTRIES 


We have much to learn from other 
countries on the problem of maintaining the 
value of our currency: the percentage in- 
creases in the cost-of-living figures from the 
average _ ae to the average of the third 
quarter 0 among some great trading 
nations have been: Western German 21 
per cent; Canada, 2.8 per cent; United 
States, 3.0 per cent ; Holland, 7.0 per cent; 
United Kingdom, 20.0 per cent. These 
figures bring home to us all whither we are 

ting. 

The cement industry has given a fine 
and others have followed, in sistas a 
present-day tendency to pass on to the con- 
sumer any rises in wages and costs. Stiffer 
resistance by the consumiers themselves to 
this tendency would have a doubly good 
effect in checking immediate personal con- 
sumption and in checking those rises, 


WAGES AND PROFITS 
A key problem of 1956 is whether wages 


and profits will rise faster than production. > 


If they do, the price spiral will be given 
another twist, and we shall be in real danger 
of being unable to compete in export markets. 
The danger is obvious and the challenge is 
a clear one. The Trades Union Congress 
in their courageous November statement 
placed on record their full appreciation of 
the facts of our situation, and this is en- 
couraging, even if it may be thought that 
some of the remedies proposed in that doc 
ment are not the best. 


We have been-told on excellent authority 
that we may hope to double our standard of 
living within 25 years; but surely the im- 

late problem is so to increase out 
efficiency in all spheres of production that 
we can be sure of maintaining our Pp 
standards without raiding our 7 
reserves: In our hurry during 199) © 
modernise our factories and to enjoy at the 


have. been brought face to face with the old 


proverb “ More haste, less speed.” ; 

With the Government, the employe 
trade unions; and with every hi : 
the country anxious to see the pound 
tained in value, we can surely bring that 
about by self-discipline. 
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ENI 


ENTE NAZIONALE IDROCARBURI 
ROME, ITALY 


(Italian State Corporation for Oil and Natural Gas) 


PROGRESSIVE EXPANSION OF ACTIVITIES 


DEVELOPMENTS BY SUBSIDIARY COMPANIES OUTLINED 


SATISFACTORY RESULTS ACHIEVED 


The balance sheet at April 30, 1955, of 
ENI, the Italian State Corporation in charge 
of searching for, and extracting, oil and 
natural gas, was issued in Rome recently, 
and the following are details of the accom- 
anying report presented by the Board of 

irectors in respect of the second year of 
the Corporation’s activities. It begins ‘by 
describing the international situation of the 
oil industry and the particular problems 
facing the industry in Italy, and goes on to 
outline developments in the various sectors 
covered by the Corporation’s subsidiary com- 
panies 


SURVEY WORK AND EXTRACTION 


In this sector ENI operates through AGIP 
Mineraria and its subsidiary companies. The 
latest concern to join this group, on March 
31, 1955, was SOMICEM (Societa Mineraria 
Centro Meridionale); this company was 
given the task of surveying the southern 
part of the central region of the Italian 
mainland. 


Apart from covering the Po Valley (where 
the Act of February 10, 1953, gives the 
Corporation exclusive rights not only to build 
and operate gas pipelines but also to search 
for oil and natural gas, and to exploit reserves 
discovered) © this company operates in a 


. number of large areas in Italy. Both general 


and detailed geological surveys have been 
made, particularly in the Po Valley, the 
eastern part of the Friuli region, the Marches, 
the Etruscan Apennines, the Abruzzi, Cam- 
pania, Puglia and Sicily. 

Furthermore intensive geophysical research, 
including seismic and gravimetric surveys, 
was carried on during 1954 and the first four 
months of 1955, covering the Padana Plain, 


’ the Venetia region, the southern part of the 


Italian mainland and Sicily. Altogether 95 
crew-months of seismic surveys and 20 crew- 
months of gravimetric surveys were carried 
out during this period. 


Taking the development work of both the 
public and the private sectors of the Italian 
oil industry as a whole, the ENI Group’s 
share amounted to 74 per-cent of the total 
borehole depth drilled during 1954, with 33 
drilling rigs for medium and great depths in 
action. Thirty exploratory wells were suak, 
as well as 69 development wells, with a- otal 
depth of 604,000 ft. Thirteen exploratory 
_ and 48 development wells proved pro- 

ve, 


The development wells “were sunk above 
fatural gas reserves; the exploratory bore- 
holes have enabled eight new gas-bearing 
tock formations to be located, seven in the 
Po Valley and one in Sicily. 


During the first four months of 1955 the 
ENI Group’s constituent companies sunk 
eight exploratory and 13 development _— 
with a total depth of 170,000 ft, and dis- 
covered a further. three gas-béaring rock 
ao two in the Po Valley and one in 


Equally satisfactory results were achieved 
by the Corporation on the production side, 
particularly in the case of natural gas. In 
this sector the entire progress made by the 
country can be wholly attributed to ENI’s 
subsidiary companies. Italian output during 
1954 rose in fact by 24,261 million cu ft 
to very nearly 106,000 million cu ft, of which 
ENI accounted for 96,350 million cu ft, or 
91 per cent. The Group’s output itself 
went up by 24,473 million cu ft, or 35 
per cent, showing an increase greater than 
ese reached by Italian production as a 
whole. 


During the first four months of 1955, 
ENI’s gas output reached 41,000 million 
cu ft, as against 34,714 million cu ft during 
the corresponding period of 1954, showing 
a further increase of 18 per cent. 


TRANSPORT AND UTILISATION OF 
NATURAL GAS 


In this sector, too, ENI’s three specialised 
subsidiaries (SNAM — Societa Nazionale 
Metanodotti; AMP—Azienda Metanodotti 
Padani; Metano~ Citta) were particularly 
active, 


In fact, they put 331 miles of additional 
pipelines into service in 1954, extending the 
Italian network as a whole to a length of 
2,364 miles, and the ENI Group’s own pipe- 
lines to a total of 2,232 miles. 


By the same date a further 76 miles of 
pipelines had been laid down, again by the 
Corporation’s subsidiaries, which had not yet 
been brought into service. At the end of 
April, 1955, closing date of the financial year, 
a further 168 miles of pipelines had been 
completed, and 207 miles were under con- 
struction. Among the sections taken into 
service during 1954 the Cortemaggiore- 
Genoa line (99.miles) deserves special men- 
tion, both on account of the industrial 
importance of the Ligurian town which had 
at last been linked up with the network, and 
because of the great technical difficulties 
which had been overcome: In April, 1955, 
work started on the Ravenna-Bologna main, 
and has now been almost completed. This 
pipeline will link one of the latest and most 
important gas fields with the chief industrial 
centre of Emilia province. 


With this impressive network of gas pipe- 
lines, built up in a very short space of time 
Italy now holds first place in Europe a 
ranks fourth in the world. It has enabled 
ENT’s constituent companies to meet 96 per 
cent of the total demand in Italy during 1954, 
compared with 95 per cent in the preceding 
year 

A glance at the various utilisations of this 
valuable fuel confirms that its use as an 
industrial fuel still holds pride of place, with 
67 per cent of total sales, although the pro- 
portion tends to fall. 


Both in absolute and in relative value, 
demand increased in the field of electric 
power production, in the chemical industry 





and in the home. Even sales of motor fuel 
gas showed a distinct rise. 


REFINING, DISTRIBUTION AND 
SHIPPING 


The annual capacity of the refineries in 
which ENI holds an interest through its sub- 

sidiary companies reached 6,440,000 tons at 
the end of 1954. In addition, the Cortemag- 
giore refinery owned by AGIP Mineraria was 
under construction at the time. It is in- 
tended to have an annual capacity of 130,000 
tons, 


In 1954 the ENI Group’s refineries pro- 
cessed -4,932,000 tons of crude oil, 2,744,100 
tons for the Italian home market and 
2,187,900 tons for export. 


The aggregate co-efficient of utilisation of 
these plants in relation to their effective out- 
put capacity amounted to 76.6 per cent in 

954. This is above the national index which, 
during the same period, on the basis of effec- 
tive rather than official capacity, totalled 62 
per cent. 

In the motor spirit sector; AGIP, a con- 
stituent company of the Group, continued 
to strengthen and modernise its distribution 
network by setting up new, modern and 
well-equipped service stations. 


Sales progressed satisfactorily, and their 
expansion may be especially attributed to the 
excellent quality of the company’s fuel. Sales 
of AGIP motor spirit in 1954 represented 
one-fifth of the total amount of such 
fuels sold on the Italian market during 
that year, 

In the fuel oil sector, too, sales both on 
the home market and abroad (mainly for 
bunkering) went well. 


In June, 1954, AGIP also initiated the dis- 
tribution of Energol, a motor oil, as a result 
of an agreement with British Petroleum, 
giving it exclusive production and sales 
rights. 

In the liquid gas sector sales showed a 
rapid expansion, largely as a -result of tech- 
nical improvements in th¢ distributing 
organisation. 


Finally, excellent progress was made by 
the ENI Group in the field of shipping, too. 
AGIP’s tanker fleet in service at the end of 
1954 comprised 11 units, 6 for overseas ser- 
vice and 5 for coastal trade, with an aggregate 
tonnage of approximately 100, 000 tons. Dur- 
ing the first few months of 1955 the 19,000 
dwt tanker “ Cortemaggiore ” was taken into 
service. 


The tonnage carried by the AGIP fleet in 
1954 was 43 per cent up on the previous 
year’s figure. 


CHEMICAL AND OTHER 
INDSTRS 
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up an industrial scheme: for the production. 
of synthetic rubber’ and nitrate fertilisers: 
based on methane gas. This programme is 
now being carried out, and the installations 
are expected to be completed in 1958. The 
plant will be situated near the Ravenna gas 
field, and will produce between 30,000 
35,000 tons of GR-S synthetic rubber a year, 
quite apart from huge quantities of nitrate 
fertilisers. 


Among the ENI Group’s ancillary under- 
takings the “Nuovo Pignone” engineering 
plant at Florence deserves particular mention. 
In fact, 1954 saw the plan to reorganise and 
strengthen the concern as an engineering 
plant at the service of the oil processing, 
chemical and oil extraction industries, 
launched successfully. The most important 
products of the plant include a vast range of 
compressors ‘and drilling rigs for medium and 
great depths built under a licence from 
“ Ideco,” an affiliated company of:the Dresser 
Group, Dallas, Texas. 


In conclusion, two other ENI enterprises 
exhibit features of particular interest. 
’ is first the Societa Finanziaria Studi ed Appli- 
cazioni Sperimentali (FINSAS) set up in 
1954, in which the Corporation holds an 
interest through its subsidiary AGIP Mine- 
raria. FINSAS has concluded an agreement 
with a number of private groups, as a result 
Sa a es a 50 per cent share 
in the 
(CISE), an organisation which is to build 
a medium-powered nuclear reactor. In the 
second place there is the Centro Studi ENI 
at San Donato Milanese which is about to 
be completed. It will collect under one roof 
the laboratories of: ENI and AGIP, as well 
as a special institute for technical and 
economic research into sources of energy. 


Financial Charges :— 


Centro Italiano Studi Esperienze. 


EXPENDITURE 
Lit. 


FOREIGN BUSINESS 


In 1954, constituent companies of the ENI 
Group were extremely active outside Italy 
either on their own account or on behalf 
of other companies. In Italian Somaliland 


and | @ geological mission of the Mineraria 


company surveyed a number of anticlines,- 
and preparation for test borings are now 
being made. In Spain, .SAIP, a company 
which forms part of the ENI Group, has 
established two seismic teams, one of which 
operates in the Guadalquivir valley for the 
Nacional Adaro de Investigaciones Mineras 
company. SAIP is also sinking exploratory 
boreholes in France, in co-operation with the 
Compagnie Nationale des Pétroles du 
Languedoc Méditerranéen, and has acquired 
an interest in the International Egyptian Oil 
Company, which is conducting a search for 
oil along the coast of the Gulf of Suez. 


The International Egyptian Oil Company 
has discovered two oil-bearing strata in the 
Wadi Feiran and El Belayim zones, and the 
first five wells sunk there have an aggregate 
daily capacity of 1,500 tons of crude. oil. It 
is expected that even during the current year 
oil deliveries from these two fields will total 
between 140,000 and 150,000 tons, and that 
output in 1956 will reach a million tons a 
year. 

Another member of the ENI Group, the 
SNAM company, has also been active in 
Egypt. In co-operation with another private 
Italian group it has begun the construction 
of the oil-pipeline Suez-Cairo (90 -miles), 
having succeeded with its tender against 
competition from companies all over the 
world. 

Finally, AGIP’s sales organisation for 
liquid gas for domestic use was extended to 


ENI 


(Ente Nazionale Idrocarburi) 
ROME, ITALY 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED APRIL 30th, 1955° 


Interest and Miscell. .Loan 
TOO oo igen 35g éue hone 
Miscell. Interest and Bank 
CHa ee. cae een see ans 


Operating Expenses :— 
Wages, Salaries and Social 
Security Payments ....... 
Appropriations to Pensions 
Band ..o 0. «w0'520 o's aseeeue 
Miscell. Services. ........... 
Laboratories, Surveys, Re- 
GOOEOR 5. ss ig hsip's ss wineses 
Publicity ..- .. 2.065 s sence 
Administrative and General 
EXpeNses .. 2.2. cece sccce 


Fiscal Charges :— 
Company Tax........ a eiee.e:s 
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Fixed Assets, Current: Assets, 
Fixtures and Fittings..... 
Gas Cylinders .........+++. 











Net Income 


Lit. 


5,820,258,341 


87,733,576 


1,703,185,449 
4,117,072,892 


RECEIPTS 
Lit. Dividends from Holdings:— Lit. Lit. 
Miss ks «eae Sts Chace os 468,000,000 
808,502,357 AGIP Mineraria (June 1, 1953 
to December 31, 1954)..... 1,795,500,000 
158,505 as Stns ees ceeds bé 330,641,910 
808,460,862 WU. ccin VES Seannwchyes -, $1,346,840 . 
GUNUME ics -snpoes > sects . _1,785,506,760 
——————_ 4, 410,995,510 
253,873,228 Subenent. Massive <i... ee eee 1,199,627,252 
I 0 55 bg np Sse 6 otic Vere scenes ee’ 8,923,235" 
39,628,684 lacome from ies..... ‘Sinn on one's Shek 73,051,750 
43,735,897 Deposits on Gas Cylinders ................:.. 91,587,086’ 
Reserve against Guarantees.................. 17,115,393 
56,223,834 Miscell. Revenue .........6.......0 eee eeeeee 18,958,115 
2,069,481 
41,937,341 
_—_ 437,468,465 . 
369,108,319 
414,227 
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RESULTS AND FUTURE PROSPECTS 


After surveying the activities of the com- 
panies constituting the ENI Group, the 
report goes on to weigh up future prospects 
in connection with the “‘Ten-Year Plan to 
Raise Employment and Income” linked with 
the Italian Minister Vanoni’s name, and to 
examine the situation created by the discovery 
of large oil reserves in the southern part of 
Central Italy 


The Vanoni Plan is known to envisage an 
annual increase of 5 per cent in the national 
income during the next ten years, ard the 
creation of four million jobs to absorb 
workers unemployed or under-employed at 
present, as well as those potentially unem- 
ployed as a result of future technological 
progress. 


An essential instrument in the pursuit’ of 
these objectives is investment in the three 
sectors which are mainsprings of the 
economy: agriculture, public utilities (electric 
power, natural gas, oil, railways, es 
and public works. 


ENI can make a decisive contribution to 
the success of such a programme, either 
directly by stepping up the output of Italian 
sources of energy, or indirectly by helping 
to increase agricultural production through 
a reduction in the price of nitrate fertilisers, 
and the more extensive use of all those types 
of manures unaffected by such a reduction.’ 


The profit and loss account at April 30, 
1955, closed with a net profit of Lit. 4,117 
million, as against Lit. 2,340 million for the 
preceding year. 
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_ ALEXANDERS DISCOUNT 
COMPANY 


EFFECT OF CREDIT RESTRICTION MEASURES 


SIR ERIC GORE BROWNEP’S STATEMENT 


The eighty-eighth annual general meeting 
of Alexanders Discount Company Limited 
will be held on February 16th in London. 


The following is the circulated statement 
of the chairman, Sir Eric Gore Browne, DSO, 
OBE, TD: 


You may remember that in the Statement 
which I circulated with the Accounts for 
1954 I told you that the London Discount 
Market, as it exists today, is a sensitive 
instrument and subject to influences over 
which it has no control and which may at 
any time considerably affect its current 
position. 

The truth of that statement has—I -am 
sorry to say—been emphasised by the events 
of the year 1955 for which we now account. 


Qn January 27th of that year the Bank Rate 


was raised from 3 per cent to 33 per cent, 
and on February 24th, the 33 per cent Bank 
‘Rate having been found ineffective, the Rate 
was raised by a full 1 per cent to 4} per cent. 
You will realise that restriction of credit 
by the use of the Bank Rate has adversely 
affected the fortunes of your Company in 
various ways. Not only have the short-dated 
Government Bonds (in which the London 
Discount Market are the principal dealers) 
fallen sharply in value, but also money condi- 
tions have become more stringent and the 
Discount Market was on many occasions 
throughout the year forced to borrow from 
the Bank of England at Bank Rate, while the 
rediscount rate of Treasury Bills has been 
forced up against the tender rate. 


And here it is only right that I should 
express my gratitude to the Clearing Banks 
for the action which they took in January of 
last year to end the distinction which they 
had hitherto made between money lent to 
the Discount Market against Bills and money 
lent against Bonds. 


RESULT OF CLASSICAL BANK RATE 
THEORY 


In my statement last year I told you that 
time alone would show whether the classical 
Bank Rate theory is in fact effective either in 
curbing inflation or in dealing with. the 
National problem of external balances. But 
one result of the use of this technique has 
clearly emerged during the past year, and that 
is that the Discount Market which is one of 
the main sources of subscription to short- 
dated Government issues, and which of all 
financial institutions is best fitted for this 
purpose, has through no fault of its own 
suffered grievous, though fortunately tem- 
porary, falls in the value of its holdings. To 
give you one example: In November of 1954 
holders of 21 per cent Exchequer Bonds 1955 
were offered conversion into 2 per cent 
Exchequer Stock 1960 at par or into 3 per 
cent Funding Stock 1966/68 also at par. The 
former of these Stocks, with a definite 
Maturity date and a five-year life was, at the 
date of its issue, in line with current condi- 
tions and then market values, and a type of 
security suitable for Discount Market needs 
That Stock is quoted today at 90;. Similar 
depreciation has taken place in all ranges of 
Government Securities in which the Discount 
Market deals. 


In the events which have happened, you, 


as Shareholders in a great Discount House, 
are making your contribution to the carrying 
out of the policy of HM’s Government, which 
is designed to curb inflation and to correct 
adverse exchange movements by attracting 
foreign deposits to this country. In the 
Accounts which we now present all realised 
losses have been provided for. Future profits 
will be materially relieved from taxation, and 
our holdings of Government Bonds must, as 
time passes and they approach maturity, 
gradually attain their issue price. 


BALANCE SHEET FEATURES 


Now if you will turn to the Balance Sheet 
you will see that our Capital, Share Premium 
Account and General Reserve, subject to 
Note 3, remain unchanged. The balance to 
be carried forward is reduced to £212,000. 
The reason for this reduction is that we have 
found it necessary to draw on the Balance 
Brought Forward from 1954 in order to pay 
the final dividends which we now propose. 
And you will observe that the words “ and 
Contingency Reserve ” are now omitted from 
the item “Loans, Deposits and Sundry 
Creditors,” the reason for that omission being 
that we have for the time being had to use 
that account to make its contribution to 
marking down the British Government 
Securities which we hold and to provide a 
balance for the year. All these Securities 
are redeemable at fixed dates and if you 
compare the relative figure for this item in 
the year 1954 you will see a reduction of over 
£24 million, a reduction which was made 
before what is now known as “the credit 
Squeeze ” came upon us in full force. Our 
turnover in Treasury Bills continues to be 
extremely large, while the volume of Com- 
mercial Bills on offer has also shown an 
increase. 


APPROPRIATIONS 


I have already referred to the Dividends 
which we now propose and our method of 
paying them. ‘And if you will turn to the 
Profit and Loss Account you will see—and 
you will no doubt remember,—that in 1954 
we not only made transfers to Contingency 
Reserve, but we also transferred £500,000 
from this Reserve to General Reserve, 
whereas in-the year 1955 we have had to make 
transfers from Contingency Reserve in order 
to make their contribution towards the 
present fall in market values and the balance 
for the year. In regard to the proposed Divi- 
dends, here again I must remind you that 
my Statement last year told you that the 
maintenance of the Dividends which we then 
paid “ must depend on the results of future 
years.” It is a matter of regret to my col- 
leagues and to myself that the Report which 
I have to lay before you in respect of the year 
1955 is disappointing in comparison with the 
results achieved in 1954. The London Dis- 
count Market is an important unit not only 
in British but, I am proud to say, in world 
economy. This Market is at the present time 
carrying its share of the burdens which have 
to be carried by a controlled economy which 
seeks to establish a free market, operating in 
a welfare state. In this effort your Company 
is playing its full part. It is well equipped 
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te do so and we have every reason to look 
forward with confidence ~ the years which 
lie ahead. 


In conclusion, I wish once more to place 
on record our sincere gratitude to Sir Antony 
Macnaghten, to Mr Dawkins and to all our 
staff. Nineteen fifty-five was not an easy 
year for them. They had many difficulties 
te contend with and they have all of them 
served us well. 


H. & G. SIMONDS, 
LIMITED 


(Brewers and Wine and Spirit 
Merchants) 


‘INCREASE IN PROFITS AND EXPENSES 


RECENT IMPROVEMENT IN 
EXPORT TRADE 


SIR MILES DEMPSEY’S STATEMENT 


_The Annual General Meeting of H. & G. 
Simonds, Limited, was held on January 23rd 
at Reading. 


General Sir Miles Dempsey, Chairman, 
presided. 


The following are extracts from his circu- 
lated statement: 


I am very pleased to report that on 
July 15, 1955, we were honoured with the 
grant of Her Majesty The Queen’s Royal 
Warrant of Appointment as Brewers. 


Trade.—Until the end of June our beer 
sales showed a decline in comparison with 
the previous year, but thanks to the excep- 
tionally fine months that followed, this trend 
was reversed and a small increase was 
achieved by the end of September. 


Bottled beer sales increased again, but the 
proportion remained the_same at 48 per 
cent of our total home sales. A notable step 
forward has been taken this year with the 
marketing of our “Tavern Ale” in a sealed 
flat-top can. Our export trade declined 
during the year but was latterly showing signs 
of an improvement which has been carried 
on into the current year. 


Both our trade in wines and spirits, and 
the turnover of our Hotels and Catering 
Department again increased, and the expan- 
sion of our retail business under the name of 
Arthur S. Cooper continued as planned. By 
the end of the year the number of shops 
— its control had increased from 27 
to 34. 


LICENSED PROPERTIES 


The objective of fewer and better public 
houses has continued to be the corner stone 
of our policy, as for some years past. To 
this end, once again, a‘number of small and 
unremunerative houses has been disposed of, 
whilst improvements have been made both 
to the structure and the licensing facilities 
of many others. Two completely new 
licensed houses have been opened doling 
the year, namely, the “ Prince of Wales” at 
Bracknell, and the. “ Micklefield Inn” at 
High Wycombe. 


Construction of another new house to be 
known as the “ Britannia,” near Bristol, will 
shortly begin, and several other similar pro- 
jects throughout our. trading area are 
maturing. The building of the “ Chevalier ” 
at Exeter is now well under way,.and when 
complete it will be leased to us, and furnished 
and equipped as a licensed tavern, restaurant 
and shop. — 
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Associated Companies.—Thanks to the 
excellent results achieved by East African 
Breweries, the dividends and interest received 
from overseas amounted to £55,753 against 

3 


FINANCE 


After taking into account all the expenses 
of the business, profits before taxation 
increased from £608,472 to £629,162. The 
charge for taxation on the year’s profits is 
estimated at £329,146, leaving a net profit 
for the year of £300,016 against £262,491 
for the previous year. ~- 


I should like to point out to stockholders 
that although the profits earned by the 
various branches of our business have 
increased substantially during the year, 


heavier expenses of all kinds, particularly 


wages, have largely offset this increase. On 
the other hand, it is gratifying to see the 
increased income which we have received 
from our overseas investments. 


With regard to the future, it is important 
to note that the steady decline in the national 
consumption of beer, which has persisted for 
several years, was only arrested by the excep- 
tionally fine summer. Sales since September 
30th have been on much the same level as 
last year. 


STAFF 


To Staff and Employees, Tenants and 
Managers, I tender our thanks for their work 
and co-operation. 


The report and accounts were adopted and 
the retiring Director was re-elected. 





TATE & LYLE, 
LIMITED | 


AN ANALYSIS OF INCOME AND EXPENDITURE IN 1955. 


Proportion of 
each £1 
of Income 
£ £ s. d. 
Goops AND SERVICES PURCHASED FROM 
OUTSIDE :— 
Raw Materials (including Duty of : 
£12,951 ,469) ces a .-. 103,182,169 16 34 
Fuel and Power ... Pn 1,616,071 3 
Packing Materials ... 4,784,952 9 
Other Refinery Expenses ... as 1,217,896 2} 
Overhead Expenses including Ad- 
vertising (£50,837), Selling and 
Distribution eos Ste Sci 4,155,128 ii 
rd 114,956,216 
VaLuE ADDED OR Net Output :— ‘ 
Wages, Salaries, National Insurance 
and Employees’ Benefits ... px 6,224,186 11? 
Provided for Renewals of Plant and 
Machinery and Depreciation of 
other Fixed Assets a sus 1,294,315 . 23 
United Kingdom Taxation on Pro- 
fits (after crediting £201,500 being 
Contingent Liability to Taxation 
no longer required) ie sa 1,922,598 32 
Amount placed to. Reszrves ie 1,453,703 2? 
Dividends to Ordinary and Pre- 
ference Stockholders (Net) ce 872,913 1} 
11,767,715 | 
° TOTAL sek ..  £126,723,931 £1 0 0 
VaLueE of Export Sates (including £6,774,618 
Drawback) ... i ise os isp sin 33,251,265 xa 
VaLue OF Home TRADE SALES AND OTHER INCOME  _— 93,472,666 14 9 
ToraL INCOME sae 1 SAO TOS OL £1 0 0 





: making a valuable contribution to our re- 


. Shareholders the net profit for the Group is — 


‘into production rather later than we 
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WATNEY, COMBE, REID & 
COMPANY LIMITED 


SATISFACTORY PROFIT 







The annual general meeting of Watney, 
Combe, Reid & Company Limited was held ~ 
on January 24th in London, Mr S.H. Combe, 
MC, chairman, presiding. 

The following is an extract from his circu- 
lated statement for 15 months to 
September 30, 1955: 


The 15 months under review included the 
trade of two summer periods—those of 1954 
and 1955. Whereas the weather in the 
former was most disappointing, that for 1955 
was exceptionally fine. But despite the hot 
summer I consider that trade in general in 
the areas in which we operate principally, 
good as it was, remained below what might 
have been expected under such abnormal ~ 
conditions. 


a Mie ae” Se tel 


NEW BOTTLING STORE 


—— a a a 


Our new Bottling Store at Edmonton came 
had 
anticipated owing to a number of delaying - 
factors beyond our control, but it is now 


quirements, and provided no further hitches 
occur its whole output should be available 
early in 1956 


The movement of population from inner 
London to the new outlying housing estates 
continues and a similar movement is occur- 
ring around other big towns in our main 
areas, such as Southampton. We are intensi- 
fying our search for new outlets for our 
products throughout the length and breadth 
of the country. 


A considerable expansion in our Export 
Trade has been achieved since I last 
addressed you and, in this direction, our — 
recently introduced Canned Beers have sup- 
plemented our well-known Container 
Draught Beer. 


BSSsiteomo ep eae 


SSEES 


THE YEAR’S RESULTS 


2 a 
om 


the period four new _ licensed 
houses have been opened, two of which are 
in Crawley New Town, five more have been 
rebuilt and thirteen have been the subject 
of major alterations. In our current financial 
year we aim to open twelve new houses, 
including one in Harlow New Town Centre, | 
to complete the rebuilding of another ten © 
and major alterations to a further eight. 


In the opinion ot the Board the Group © 
trading profit at £2,840,025 can be con- | 
sidered satisfactory, but it must be remem- ~ 
bered that it reflects the summer months of © 
both 1954 and 1955, and also the first seven 
months of the trade of the Henty & © 
Constable houses acquired by Tamplin’s 
Brewery, Brighton, during the period undef | 
review. ff 

Net profit after taxation comes out at © 
£1,140,757, to which has been added }. 
£130,372, representing tax provision of fir 
previous years no longer required. After Pa 
deducting £37,661 attributable to Outside — 
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£1,233,468. The Board deem it prudent 
recommend that Stockholders approve te — 
appropriation of £250,000 to the Properti€S Ano). 
and Plant and. Contingencies Reserve. \~ p 
will be asked to approve a final dividend 

10 per cent and a us dividend of 5 pet 
cent, which, with the two interim civil 3 
















paid during the period, makes a tota 


per cent on the Company’s 
Ordinary Stock. 


The report and accounts were adopted. 
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_ The fifty-fifth annual general meeting of 
Ansells Brewery Limited was held on 
January 19th at Birmingham. Mr A. E. 
Wiley (chairman and managing director) 
presiding. 

’ The chairman, in the course of his speech, 
said: The period ended October 2, 1955, has 
been the most successful in the history of the 
Company. It has produced the highest turn- 
over in all departments, resulting in a record 
net profit. This result has been achieved in 
spite of rising costs, and particularly the 
heavy charge for maintenance of your licensed 
and other properties by keen management, 
and an increase in sales, helped in no small 
measure by the exceptional summer of 1955. 
The result has also been achieved by the 
continued popularity of “ The Better Beer,” 
and the Company’s other products, as well 
as by the further modernisation of plant and 
equipment, and the improvement of your 
licensed houses. 


The Group trading profit of £2,666,256, 
shows an increase of £417,411, or approxi- 
mately 19 per cent over last year. A year 
ago I mentioned the continued high cost of 
maintenance of your licensed and other pro- 
perties, which amounted to approximately 
£355,000. This year the expenditure has 
been no less than £384,000. We cannot 
expect any relief in this direction for some 
years to come. It should also be borne in 
mind that your houses must be maintained 
at the very highest standard of comfort and 
efficiency, 


_ EXCESSIVE PENAL TAXATION 


I also referred a year ago to the necessity 
for some relief from the excessive penal taxa- 
tion with which this industry is burdened, 
patticularly in respect of licensed premises, 
hotels, and other retail establishments. As 
nothing has been done during the past. year, 
I feel that the Trade as a whole should make 
a strong representation to the Chancellor of 
the Exchequer for a depreciation allowance 
to be given on buildings, similar to that 
enjoyed by industrial and manufacturing 


_ | Conicerns. 


The charge for income tax and profits tax 
of £1,210,713, is an increase of £111,617 
over that of the previous year. . The 
ce remaining for appropriation is 
9£1,399,571. 


All the Subsidiary Companies have shown 
aM iMcrease in turnover and profit during the 
“year under review. As in previous years, The 
olt Brewery Company have contributed 
gely to our profits. The Leicester Brew- 
ng & Malting Company, Limited, have 
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pw We are. endeavouring to bring 
“Peer houses up to the standard of our 
BD) mingna Group. 

_ The Wine and Spirit Department con- 
“Faves to show increased turnover; our 
quashes have shown a remarkable increase 
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ANSELLS BREWERY 


COMPANY’S MOST SUCCESSFUL YEAR 


in output, not wholly due, we feel, to the 
exceptional summer. 


REBUILDING PROBLEMS AND PROSPECTS 


This is the eleventh meeting of this Com- 
pany since the end of the war, and on each 
occasion since then I have referred to our 
negotiations with various local authorities 
and to the prospects of rebuilding. When 
one remembers the pace of building before 
the war, it is sad that ten years after the war 
comparatively little has been achieved. We 
realise that in many areas where housing 
development is complete, licensing facilities 
are urgently needed, and we shall do every- 
thing in our power to overcome the many 
obstacles that are placed in our path, and to 
see that this need is fulfilled in the imme- 
diate future. 


Concerning the Press announcement 
jointly issued by this Company and Mitchells 
& Butlers, Limited, some weeks ago, in which 
reference was made to the fact that explora- 
tory talks’ were taking. place between- the 
Boards of both Companies to see whether 
any arrangements between them might be 
to their mutual advantage. Discussions are 
being actively pursued, with the aid of 
experts in these matters, but many points 
arise for decision, and many problems have 
to be resolved before a plan acceptable to all 
concerned can emerge. As yet we are some 
way from achieving that objective, but so 
soon as it is possible to place a full report 
before you, it will be done. 


MR WALTER SCOTT’S REMARKS 


Mr Walter Scott, JP (deputy chairman), 
in the course of his speech, said: It is a 
source of satisfaction to me to know that the 
extensive programme of additions and im- 
provements to the Brewery and plant we 
have been struggling with for the last few 
years is rapidly nearing completion (except 
for the New Bottlery, which will take much 
longer). Details have been given you before, 
but may I remind you of their magnitude: 


A new Boiler House. 

A new Generating Station. 

A new Brewhouse Wing. 

A new Fermentation Block. 

Additional Cask Washing Shed. 

New Garage at Wilton. 

Addition to Maltings at Shrewsbury. 

Installation of up-to-date Cider Plant at 
Tewkesbury. 

Completion of Office Block at Aston Cross. 

New Bottlery. . 


All this. work has entailed much expendi- 
ture of capital and effort, though it has in no 
way contributed to the results under- review 
—rather has it been a severe handicap in 
Maintaining smooth production during the 
proceedings, 

In a few weeks, however, when the various 
plant comes into use, the advantages will be 
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very marked with more economical and 
efficient working and with increased capacity, 

t the production side of the business 
in to 
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a better position 
demands than it has ever been before. 


INCREASED OUTPUT 


During the year, the output of both 
draught and bottled beers to our Tied Houses 
has shown a considerable increase, so has our 
Free Trade, which is the best indication of 
the popularity of our products. The fine 
summer helped in this respect and the 
harvest has produced good quality hops and 
barley to choose from. 


There are many problems that are of great 


. concern to your directors and will have an 


influence on the future, but whatever happens 
it is certain that we will be in a splendid 
position to maintain our present. reputation 
for our products, and I can be relied on to 
keep a critical eye for the continuance of the 
Ansell policy in connection with “The 
Better Beer” which has meant so much to 
the prosperity of the company in the past. 


The report and accounts were adopted. 


THE MIDLAND BRIGHT 
DRAWN STEEL AND 
ENGINEERING COMPANY 


The ninth annual general meeting of The 
Midland Bright Drawn Steel and Engineer- 
ing Company Limited was held on January 
25th in Birmingham, Mr H. Hipkiss, 
MiInstBE (Chairman and Managing Director) 
presiding. 

The following is an extract from his ‘circu- 
lated statement: 


The year 1955 has been a satisfactory 
trading year throughout our Group of Com- 
panies. The turnover has increased in all 
branches of our activities and the Sales for 
the year have constituted a new record. The 
Group Trading Profits at £353,664 shows a 
substantial advance compared with the 
previous year and is a record in the history 
of the Group. 


The total Reserves of the Group have 
been increased by £119,042 to the present 
figure of £319,834. 


Your Board have recommended a final 


Dividend of 274 per cent subject to Income .- 


Tax, on the Ordinary. Share Capital, making 
a total distribution of 45 per cent for the 
year. i 

A considerable part of the increased 
Trading Profit has been provided by the 
Subsidiary Companies, whose output has 
continued at a very high level, and in every 


case Returns show a very satisfactory interest 


rate on the Capital employed. 


The whole of your Group of Companies 
are working at the same high level of pro- 
duction as in the closing months of the past 
year, but it is evident that intense competi- 
tion can be expected from various European 
countries, in which case only those products 
which British skill can produce coupled with 
efficient low manufacturing costs will survive. 


The report was adopted. 


The Economist : Annual Air Subscription Rates 


Pakistan : £6 

Rhodesia (N. aa : €5.10s. 

S. America and W._Indies : £7.15s. 
Union of S. Africa: £5.10s. 

U.S.A. : $21.50 or £7.14s. 
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| MITCHELL BOILERS 
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| | Hl giving impressively reliable service. 
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| High efficiency, low maintenance needs and keen prices 
| | | ensure a steadily increasing demand for 

| MITCHELL INSTALLATIONS 
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| } in new industrial building programmes. 
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Although many Mitchell 

| boilers are specially designed for specific loads, 

| the standard range covers all normal 
| | steam-producing needs, 
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WRITE TO MITCHELL ENGINEERING LIMITED, I BEDFORD SQUARE, LONDON, WCI1 





